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LETTER OF SUBMITTAL

FeBRUARY 3, 1970.
Hon. RusseLL B. Long,

Chairman, Commiltee on Finance,
U.S. Senate, Washington, D.C.

DEar MR. CuairMaN: Attached herewith is the report of the staff
on “Medicare and Medicaid—Problems, Issues, and Alternatives.”
The report was prepared in compliance with the committee’s direction
of February 26, 1969, that the staff undertake an inquiry into the
status and operations of the medicare and medicaid programs.

During the staff’s investigation and development of material, as
well as in preparation of the report itself, we were mindful of the fact
that medicare has provided invaluable and necessary aid to millions
of older Americans. Consistent with that viewpoint, the recommenda-
tions we have included in the report are designed to repair rather than
retrench. Medicare is o good Federal program. However, as the report
illustrates, the staff review indicates major areas in which constructive
changes, either in the statute itself or in the adninistration of the
program, can prepare medicare to meet the needs of the Nation’s elderly
on o vastly more efficient and economical basis while improving the
quality of care rendered under the program.

While the medicaid program has helped millions of poor citizens
with their health care needs, it has not nearly ap})ronc ed the con-
gressional objectives of assuring good health care for the poor in an
effective and economical fashion.

One significant source of data and information used in the work on
this report was the response to questionnaires prepared by the staff
and circulated widely among groups and individuals closely associated
with the medicare and medicaid programs. These questionnaires were
mailed to the Governor of every State, to every medicare interme-
diary and carrier, to every State hospital association, and to every

- State medical society as well as to every major national organization
concerned with medicare and medicnid).' The response to these ques-
tionnaires was tremendous, the information we received from the
replies was most helpful, and as the report demonstrates, many of the
replies were unusually candid. .

Another indication of the depth of the study is the large number
of meetings and conferences held with individuals and groups close
to the program. These, too, proved quite valuable in our quest for
information.

In the actual preparation of the report we received important and
extensive assistance from the Comptroller-General of the United
States and his staff. Particularly, the staff benefited greatly from the
valuable expert and detailed assistance provided by the Education
and Public Welfare Division of the Legislative Reference Service in

(xxx)
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the Library of Congress. Additionally, the Bureau of Health Insurance

of tho Social Security Administration was helpful and cooperative in

obtaining and preparing information and otherwise providing assist-

ance pursuant to our many requests.
Sincerely,

Tom VA,
Chief Counsel, Commitlee on Finance.
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INTRODUCTION

The medicare and medicaid programs are in serious financial
trouble. The two programs aro also adversely affecting health care
costs and financing for the general population.

Medicare bogan providing benefits on July 1, 1966. Its financing
had boen established on what Congress believed to be conservative
and safe basos. Yet, little more than 1 year after the program started,
Congress found it necessary to increase medicare taxes by somo 25
percent in order to meot hospital cost increases beyond those originally
anticipated.

The President submitted to the Conﬁress, in September 1969, a pro-
posal calling for an additional $136 billion in medicare puyroll taxes
over the next 25 years. The $136 billion is in addition to prospective in-
creases in medicare taxes already scheduled in the Sucial Security Act.
Of the $136 billion, $131 hillion represents the samount by which medi-
care’s expenditures are expected to exceed its anticipated income and
the remaining $5 billion is o safety factor. Without those additional
taxes, the Social Security Administration estimates that the hospital
insurance trust fund will be exhausted by 1973.

When medicare started on July 1, 1066, the medicare beneficiary was
responsible for anin at least the first $40 of his hospital bills in ac-
cordance with the deductible and copayment requirements of the law.
On January 1, 1969, the deductible was incrensed to $44 and effective
on January 1 of this year it was raised to $52. According to Social
Security’s Chief Actuary, the deductible will very likely jump to $60
in 1071; $68 in 1972; 876 in 1973; and to $84 on January 1, 1974.

The part B portion of medicare—the supplementary maedical insur-
ance plan for payment of doctors’ bills—has also soared in cost. The
monthly premium charge to the elderly is now $4—up from $3 monthly
when medicare began on July 1, 1968. Under the law, the monthly pre-
miums paid by the elderlg are matched with an equal amount from the
general revenues of the Federal treasuﬁ'.

In December 1969, the Secretary of Health, Education, and Welfare
announced that the part B premium would be increased to $6.30
monthly effective July 1, 1970. That increase amounts to $600
million annually of which $300 million will represent increased Federal
expenditures and $300 million will come from the pockets of 20
million older citizens.

Under present law, the institutional su pliers of covered health
gservices under medicare (and medicaid, in large part, also) are paid
whatever it costs them to provide the services, Physician bills under
medicare are essentially paid as rendered. Unlike most areas In the
private economy no incentives exist to produce or supply a given health
service at the most economical price consistent with quality of care. To
the contrary, hospitals and extended care facilities can, under present
medicare and medicaid reimbursement rules, spend money on virtually
anything and be paid for it by Government.

1)
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Unless the rapid and continuing escalation in the costs of health care
are moderated, the Congress may reasonably anticipate increasing
pressures u?on it to oxtend the medicare and medicaid programs to
encompass large segments of the population not now covered under
these public health payment plans.

Those pressures for expansion and extension will come from citizens
with moderate incomes who are now covered by Blue Cross-Blue Shield
and other private health insurers. People are being priced out o the
private health insurance market as a result of the frequent and sub-
stantial premium increases required to meot the ever-greater costs of
health care.

The char%es for adequate nongovernmental health insurance are
rising to levels beyond the financial capacity of millions of hardworking
Americans. Most of those people probably would prefer to continue
their private coverage rather than become part of a monolithic system
of governmental health care. Under present and foreseeable conditions
however, whatever choice they now have in the matter may be remove
by circumstances beyond their control.

The working man today is confronted with:

. 8. Social security tax increases to pay for medicare.

b. Increases in his private health insurance premiums.

c. Increased State and local taxes to pay for medicaid.

d. More of his Federal tax dollar going to the Federal share of
medicaid and medicare costs.

e. More out-of-pocket costs to cover his coinsurance portion
of higher and higher medical charges.

f. More out-of-pocket costs for rapidly rising charges for largely
noninsured health services such as dental care.

To simply expand the medicare and medicaid programs as now
constituted and operated would, we believe, compound costs and
confusion. That would not solve the problems of increasing costs-—
rather it would add to them. Eventually, under such conditions, the
individual would have traded higher insurance premiums for even
higher taxes, and there would be little private health insurance as
we know it today available to our ﬁeople.

With a view toward improving the medicare and medicaid programs
the staff has included suggestions and recommendations which we
believe provide bases for remedying the serious, costly, and pervasive
problems we have found. We believe these suggestions can make
medicare and medicaid work more efficiently and economically. .

The key to making the present system workable and acceptable is
the physician and his medical society. We are persuaded that at this

oint in time neither the Government nor its agents have the capacity
* 1or effective audit to assure that a given physician functions respon-
snb‘}%m dealing with the publicly financed programs. .
ile there is growing awareness among many physicians of the
need for the profession to effectively police and discipline itself, per-
formance has been spotty and isolated so far. Prompt action is neces-
sary by organized medicine (and other health care professions) to do
what is required with respect to monitoring care provided and charges
made for the care. In the absence of such constructive effort, we fear
that virtually insurmountable pressures will develop for alternative
control procedures which may be arbitrary, rigid and insensitive to
the legitimate needs of both the patient and his physician.



SUMMARY

The staff in its review of the status and operations of the
medicare and medicaid programs focused upon the principal
problom areas. Qur findings and suggestions for improvement
are summarized following o briof discussion below of the
fiscal impact of the medicare and medicaid programs.

1. Fiscal Impact of Medicare

Hospital Insurance Plan (Part A):

In 1965 when medicare was enacted, tho insurance program
for payment of hospital bills was estimated to cost 1.23 per-
cont of taxable payroll, (Taxable payroll is tho total of all
earnings subject to social security taxes.) Consistent with
the oxpress intent of tho Congress that medicare estimates
bo conservatively made, it was specifically assumed that the
maximum individual wages subject to medicare tax would
remain at $6,600 unnuafly durlng the lifo of the 25-year
cost ostimate. ’

Aftor only 3 years of experience, the conservative assump-
tions have been abandoned due to soaring costs resulting
from price incroases gnd groater-than-anticipated utilization
of covered services. Currently, medicare’s hospital plan is
estimated to cost 2.27 percent of taxable pnyrolrbused upon
$7,800 of individual annual wages subject to the hospital
tax.

Boiled down to dollars, as the following table reveals, the
estimated cost for calendar year 1970 has jumped from the
original projection of $3.1 billion to a current estimate of
$5.8 billion. And, from 1970 onward, the yearly gap between
original estimates of costs and current projections progres-
sively widens by billions of dollars.

HOSPITAL INSURANCE BENEFIT COST PROJECTIONS
{In billions of dollars)

Estimate Estimate E:t'imm

of 1970 of 1975 1990

costs costs costs

Actuarial estimatoe made in 1965........ ... ......... 3.1 4.3 8.8

Actuarlal estimate made in 1967...................... 4.4 5.8 10.8

Actuarial estimate made in January 1969.............. 5.0 7.6 16,8

Currentestimate.....c..oeoeeeeeiieneeiiiiaannaas 58 (0] 0]
1 Not availsble.

See pages

29-37
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As was noted in the introduction, the estimated deficit
between the costs of part A of medicare and projected income
under present law amounts to $131 billion over the next 25
years. The hospital insurance trust fund will be exhausted
in 1973 under present financing.

The President has requested, and Congress will consider
imposing, additional taxes necessary to finance the $131 bil-
lion shortfall. In all of this, it is obvious that the repeated
and enormous demand for new taxes to pay for existing
levels of medicare benefits serves to preempt payroll tax po-
tential which might otherwise be available for program im-
provement. The staff points out that legislative alternatives
are reduced when Congress is forced to increase medicare
taxes simply to keep the existing program above water.

Supplementary Medical Insurance Plan (Part B):
When medicare began on July 1, 1966, the insured bene-
ficiary paid a monthly premium of $3 with an equal amount
aid by the Federal Government from general revenues
total monthlg' Fremium of 86 per person), toward coverage
of his doctor bills.

The costs of part B have soared. The original $3 monthly
premium was increased to $4 on July 1, 1968, and is scheduled
to jump again to $56.30 monthly on July 1, 1970.

n the simplest of terms, the Federal share of part B costs
will have increased from $623 million in fiscal year 1967 to an
estimated $1,246 million in fiscal year 1971. (The insured
elderly will match that $1,245 million from their own re-

sources.)
2. Fiscal Impact of Medicaid

The budgetary impact upon State, local and Federal
Governments of expanded eligibility and benefits coupled
with increases in unit costs of medical assistance under the
various welfare programs has been enormous.

In fiscal year 1965 total Federal-State medical assistance
expenditures amounted to $1.3 billion of which the Federal
share was $5655 million. For fiscal year 1970, the Department
of Health, Education, and Welfare estimates total expendi-
tures of $6.5 billion (including the costs of intermediate care
facilities) of which the Federal share is $2.8 billion. Based
upon the above figures, Federal expenditures for medical
assistance will have increased five-fold from fiscal year 1965
through fiscal year 1970 with commensurate increases in
expenditures by State and local governments.

3. Reimbursement of Institutlons Providing Medical
are

Comprehensive assessment of the financial position of
hospitals in light of medicare reimbursement must await
more complete data than are available in usable form now—
even though more than 314 years have elapsed since the
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progmm started. Thero is, however, consensus concerning a See pages
need for ultimate revisions—liberalizing and restricting—
in both reimbursement procedures and the formula itself.

Making “Reasonable Cost” More Reasonable

The basic direction in any changes will presumably be 6.50
toward more equitable reimbursement—from the standpoint
of both Government and health care providers—coupled
with simplified and coordinated cost reporting requirements.

Where a given institution demonstrates that it incurs
greater than ordinary costs in caring for medicare patients,
those additional costs should be reimbursable provided they
are not unreansonable. However, blanket recognition of in-
creased nursing and clerical time should be avoided. It
appears illogical, for example, to pay a plus factor for in-
creased nursing time to institutions which do not fully meet
the conditions for medicare participation, particularly those
with staffing deficiencies.

Cost finding and auditing have proved to be highly expen-
give undertakings in medicare as well as a source of much
friction. The legislative history indicates a concern that
proper accounting be required not only for proper determina-
tion of payment Eut also as desirable adjuncts of good man-
agement. However, Congress did not intend accounting and
audit “overkill” in pursuit of those objectives. The Bureau
of Health Insurance should be encouraged in its efforts to
revise procedures so as to avoid requiring what in essence
amounts to duplicate cost finding on the part of hospitals.
Additionally, less extensive and simpler costs data might be
required of smaller institutions.

here have been inordinate and protracted delays in final
settlement of accounts for specific calendar years—delays of
years in many instances, To encourage prompt settlement,
1t is recommended that the Government pay interest on any
amounts due to an institution where unreasonable delay in
settlement is the responsibility of the Government. Similarly,
interest should be clmrged on amounts due the Government
where unusual delay in settlement is caused by the participat-
ing facility.

Cost-plus reimbursement was dropped from medicare
effective July 1, 1969. That policy encouraged duplication,
ovorlapping, and unnecessary expansion of facilities and
services and created an unhealthy economic incentive to
maximize operating costs. The pursuit of equitable reim-
bursement is not served, in our opinion, by any cost-plus
method of payment except where the “plus” factor is related
on an incentive basis to economical performance.

The 2-percent bonus in medicare had been rationalized as
a growth factor by hospital organizations. Perhaps the
Federal Government woqu want to expand its efforts to
meet the capital needs of hospitals which cannot otherwise
be met through depreciation, contributions, regular borrow-
ings, and so forth. {f it should, we suggest that it be done by
direct appropriations for that purpose and not financed
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See pages  through devices in the medicare reimbursement formula. In

50-61

our judgment, medicare was enacted for a whol}iy different,
purpose. Any significant capital improvement financed in
whole or part by the Federal Government should be con-
tingent upon approval of an appropriate and technically
qualified community or State planning agency broadly
representative of all of the various types of health care and
services. The planning body should not be directly or in-
directly controlled or dominated by hospitals. Capital ex-
penditures should be approved only after thorough con-
sideration has been given to existing and alternative health
care resources already available or approved in a given com-
munity or medical service area. Simply stated, the capital
expenditure should be necessary in the context of priorities
for meeting overall community needs.

Where approved capital needs cannot otherwise be met,
the existing reimbursement formula might -be modified to
allow the expenditure to be depreciated in one-half the time
ordinarily accepted but only where the expenditure had been
approved as expected to substantially contribute to efficiency.

As indicated in the report, the entire reimbursement
formula and procedures for medicare need careful review
and substantial revision. In the staff’s opinion the existing
formula and its implementation have undoubtedly contrib-
uted significantly to the unanticipated rise in part A costs,
and to the $131 billion projected 25-year deficit in medicars.

Legislation presently before the committee, S. 1195,
provides bases for moderating the extent of this antici-
pated “shortfall.” The proposal would preclude reimburse-
ment to the extent that a hospital’s increase in average
per diem operating costs over the previous year rose at a
rate greater than the Medical Care Price Index for that
particular geographic or metropolitan arca. The Secretary
of Health, Education, and Welfare could, under unusual
and justifiable circumstances, authorize payments in excess
of the limitation. However, medicare could not pay under
cost reimbursement more to an institution than its charges
for the same services to the general public. No reimburse-
ment could be made for capital costs associated with an
expenditure s&eciﬁcally disapproved by a State’s “partner-
ship for health” agency. The staff urges serious considera-
tion of the provisions of this bill.

In addition, the staff suggests that payment for care
provided in one institution ge limited to not more than a
reasonable differonce above costs for comparable care and
services in a similar, less expensive, institution in the same
area.

Reimbursement of Hospital “Reasonable Costs” Under Medicaid

The statutory requirement that States pay hospitals on
the basis of “reasonable costs” under medicaid hes been
interpreted by the Department of Health, Education, and
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Welfare to mean payment identical with that of medicare. Seepages
That interpretation has been costly to the States and has
hampered their efforts to control costs. The staff believes
that Congress intended, as with many other welfare require-
ments, that States be permitted to define “reasonable costs’’
within general uidelines issued by the Secretary of Health,
Education, ang Welfare. The medicare pattern could fall
within those guidelines but States should not be restricted to
the medicare formula or even to the medicare pattern.
This understanding seems reasonable in view of the difference
between medicaid and medicare, and in terms of the ages of
the populations assisted, sources of financing, and primary
administrative responsibility. The staff recommends that
congressional intent be clearly established with respect to
the relationship between reimbursement under medicare and
medicaid.

Other Issues in Institutional Reimbursement

Among specific additional problems in institutional cost 62-43
reimbursement ave:

Payment for empty beds costs.—Under present regulations
it is possible for a new hospital or extended care facility (or
even older facilities) to be paid for such costs to an unreason-
able degree. For example, an extended care facility in Wis-
consin with patient capacity of 25 beds had no more than
three beds occupied at any given time, with medicare
patients accounting for the limited occupany. As a result, an
average cost per diem of $87 was claimed from medicare.

To deal with such situations, the staff suggests payment of
the lesser of costs or the published charges ordinarily payable
by a nonmedicare patient and limiting medicare’s empty
beds reimbursement to a proportion based upon average
actual medicare occupancy in relation to the total number of
beds available. : .

Bad debt collection.—Information has been developed indi-
cating that some hospitals and extended care facilities make
only perfunctory efforts to collect the deductible and copay-
ment sums due from beneficiaries toward the costs of their
care. Those unpaid amounts are then charged-off as a re-
imbursable “‘bad debts” expense under medicare. The result
is that medicare bears the entire cost of care, thus thwarting
the purpose of the deductible and copay features in the
medicare statute. With the present $52 deductible expected
to rise to $84 by 1974, witﬁ accompanying commensurate
increases in other part A copayment requirements, it is im-
portant that all participating institutions make a genuine
effort to collect from beneficiaries before passing those
amounts on to medicare as uncollectible,

Reimbursement for bad debts attributable to nonmedicare
patients is not allowable under medicare. Yet, Social Se-
curity, despite concern expressed by the General Accounting

ce, hes authorized payment of a proportionate share
of collection costs of nonmedicare bad debts. Such collection
is often undertaken by independent collection agencies in
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Seepages return for a specified percentage of amounts collected.

66-68

Where such collection costs are recognized, medicare, in
effect, is paying for nonmedicare bad debts. The staff
recommends termination of such payments by medicare.

The liberal depreciation allowances payable under medicare—
including accell()hrated depreciation—may well be causing
the sale and resale of proprietary facilities at inflated prices.
The objective in sucﬁ situations would be to repeat the
writeoff of the facility and its equipment through accelerated
depreciation and tl{ereby realize inordinately high and
duplicative cash payments from the Government.

his situation is also conducive to transformation of
for-profit facilities into nonprofit institutions with the owners
selling to a pro forma nonprofit organization at a high price
with the purchase price payable on an installment basis
from the excess of revenues over expenses of the now ‘“tax
free” institution.

The staff suggests issuance of regulations (and assurance
of their enforcement) providing for tightened appraisal
procedures where facilities change hands. %n such appraisals
“goodwill” should not be recognized as an element of cost,
and depreciation should be tﬁlowable only on a straight
line basis as is the case under the tax laws.

4, Tax-Exempt Status of Community Hospitals and
Obligation To Provide Charitable Care

The staff again calls the committee’s atiention to a recent
ruling by the Internal Revenue Service (Revenue Rulin
69-545) which overturns prior Service policy that a hospita
must provide charitable services to the extent of its financial
ability in order to justify tax exemption. The new ruling was
announced on October 8, 1069, after the House passed %—I.R.
13270, the tax reform bill, which included a provision similar
in purpose to the ruling, but before the Finance Commit-
tee deleted the House amendment. The Senate’s action in
removing the provision was accepted by the House. The
Finance Committee in deleting the amendment noted that
it desired to consider the question later in the context of
medicare and medicaid.

If the Service, despite the recent legislative history, retains
the policy enunciated in the new ruling, it is conceivable that:

1. Many marginal income families, not now eligible for
help with hospital bills under either medicare or medicaid
and whose resources #re insuficient to pay for necessary care
might be denied hospital care now available to them. This
is especially true in the many States which do not now pay
for hospital care provided to welfare recipients of general
assistance. In turn, this would place greater pressure upon
States and Congress to expand medicaid at the very time
Congress is seeking means of contracting and moderating
the program.
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2. To the extent hospitals insist that medicare and Sespages
medicaid did not pay their full costs they might contend
that they were being asked to provide free or below-cost
care. Those hospitals, perhaps might refuse to serve or limit
service to medicare and medicaid patients, unless the Federal
and State Governments met their unilateral cost determina-
tions and demands. Without the balancing effect of the re-
quirement that free and below-cost care be provided, Govern-
ment might be faced with the choice of complying with pay-
ment ultimatums or seeing millions of poor and aged citizens
denied necessary care in community nonprofit hospitals to
which contributions may be made on a tax-deductible basis.

It is also a matter of fact that the extent of free and below-
cost hospital care has diminished greatly since the advent of
public programs such as medicare and medicaid.

The staff strongly recommends revocation of Revenue
Ruling 69-545 and continuation of the prior position of
the Service. Such action by the Service would assist in
protecting the availability of necessary hospital care to
medicare, medicaid, and other poor patients.

5. Payment for Physicians’ Services

The provisions of the statute and the clear congressional 69-67
intent that medicare carriers should not pay physicians
more than they would ordinarily pay for their own subscribers
has not been followed. Congress sai(F that in paying physicians
“consideration” should be given to customary and prevailing
fees. In actual Hractico the medicare regulations require that
payment should be made solely on the basis of customary
and prevailing fees and that private insurance schedules
should not have any influence on what medicare paid. As a
consequence, medicare generally allows payments for the

ed which are substantially higher than those paid under
Blue Shield’s most widely held contracts for the working
population, and thus physicians’ incomes have been inflated.

he failure to maintain detailed data with respect to
customary charges for each physician and for prevailing fees
in each locali:;iy has led to weak administrative practices,
unwarranted delays in payments to physicians and bene-
ficiaries, and high administrative costs. No doubt medicare’s
pattern of inflated payments has also served to increase
physicians’ charges to the general public because a doctor
18 not permitted to charge more under medicare (at least
theoretically) than he does for his other patients.

There is evidence that many physicians are resorting to
“gang visits” and unnecessarily frequent visits to nursing
home and hos(i)it.al patients in order to up their medicare
payments. Under this practice a physician may see as many
as 30, 40, and 50 Eatlents in a day in the same facility—
regardless of whether the-visit is medically necessary or
whether any service is actually furnished. The physician in
many cases charges his full fee for each patient, billing

v 86-719 0—70—2
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See page  medicare for as much as $300 or $400 for one sweep through

67

a nursing homo.

In ad%ition, it appears that many physicians are now
billing separately for services which were previously rou-
tinely included in a charge for an office visit or a surgical
fee. For example, routine laboratory tests which were part
of the office visit charge are now billed in addition to the fee
for the visit. In some cases a surgeon now charges separately
for preoperative and postoperative visits, services which
used to be included in his surgical fee.

The results of the above deficiencies, abuses, and lack-
luster administration are reflected in rapidly rising premium
charges for part B In the opinion of the staff unless basic
changes are made in the structure of reimbursement for
physicians’ services, substantial additional premium in-
creases can reasonably be anticipated.

The staff believes that the existing interpretation of the
part B statutory limitation is erroncous and not consistent
with the congressional intent. We recognize, however, that
the interpretation has been applied for more than 3 years;
thus the first suggestion offered below is intended as a stop-
gap measure. As a permanent solution we think the provisions
concerning reimbursement of physicians should be rewritten
in the statutes. With that thought in mind, the staff has
developed a basis for comprehensive revision which is outlined
in the second recommendation below.

Recommendation for Reasonable Limit on “Reasonable Charges”

To conferm present medicare practice to the congressional
intent expressed in the statute and contemporaneous com-
mitteo reports and if no substantive changes are made in
part B the ataff recommends that all Blue Shield plans serving
as medicare carriers be required to limit the physician’s
charge recopnized as “‘reasonable” to not more than the aver-
age payment actually made for a given service or procedure
under all of its basic surgical-medical subscriber contracts
during a reasenably recent prior period of time. Thus, for
example, if Blue Shield in Massachusetts under all of its
various subscriber contracts actually paid an average of $250
for removal of cataract (excision of lens) during 1968, medi-
care would not recognize charges above $250 as “reasonable”
for purposes of reimbursement.

or those services which medicare covers but which Blue
Shield does not, maximum allowances could be calculated on
8 basis relative to the average actual payments which Blue
Shield made on the services 1t does cover.

Additionally, to avoid, at least to some exient, costly and
often medically unnecessary ‘‘gang visiting,” amounts
allowed should be reduced for multiple visits, on the same
day to patients in the same facility. Similarly, limitations on
amounts allowed for ‘“injections” and routine laboratory
tests should be established and applied.
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Fee Schedules: Recommendation for « Part B Program With Built- See poges
In Cost Limitations

Wo have developed a basis for possible revision of part B 67-69
of medicare, in large part based upon customary insurance
practices in the private sector, which the committee might
consider as a meciumism to substantially simplify administra-
tion and control costs.

1. An advisory board of actuaries and underwriters would
be selected by the Secretary of Health, Education, and Wel-
fare from private health insurance companies to assist
in coveloping a schedule of fixed indemnity allowances
for surgical and medical care for each of the nine census re-
gions in the Nation (in recognition of geographic variation in.
charges for similar medical services). The allowances for any
given region should not bg mere than JO (or possibly 15) per-
cent greater than the average for all other census regions
combined. Appropriate provision should also be madn so that
prepaid group practice and similar-programs can provide
care and be reimbursed on other than a fee-for-service basis.

2. The advisers would recommend specific maximum
amounts allowable for covered services based upon a total
monthly premium of $8 per beneficiary—the amount now
paid—after allocating a sufficient portion of the premium for
reserves and administrative costs.

3. The $50 deductible now in part B would apply only to
charges for services rendered by nonparticipating physicians.

4. Payments would be made on tﬁe basis of 80 perrent of
the maximum amount allowable specified in the benefits
]achedule or 80 percent of the actual charge, whichever was
ess.

5. A participating physician would be one who agrees to
accept the scheduled allowance as his full charge for the
services he renders to all medicare beneficiaries. In the
case of a participating physician payments would be made
directly to him by medicare. He would collect 20 percent
of the scheduled amount from the beneficiary. Alternatively,
& co-pay approach might be employed. F%r example, the
beneficiary would pay out of pocket the first $2 or $3 of the
charge for home and office visits.

6. Where a doctor did not elect to become a participating
hysician all payments due from medicare to beneficiaries
or services rendered by him would be made directly to those

beneficiaries on the basis of a receipted or nonreceipted bill.

7. A physicien could, upon appropriate notice, elect, or
withdraw from, status as a participating physician.

8. The $8 monthly premium rate wou}l)d be fixed by law
and could not be changed except by legislative action.

9. In case the premium amf reserves were inadequate to
fully meet the obligations of the program in a given year,
the advisory board would be expected to adjust the scheduled
allowances downward so as to make up the cleficit in the
following year or years. Such revisions couid be made ap-
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tion or could be made applicable national

Recommendation for Uniform Definitions of Medical Procedures

To avoid fragmentation of fees the staff recommends that
uniform definitions of medical procedures and services be
applied in the payment of benefits under part B.

Adoption of uniform definitions would avoid situations
such as that where a surgeon charges one fee for the actual
surgery and then charges additional separate fees for normal
preoperative and postoperative visits. Most Blue Shield plans
allow a single inclusive fee covering the preoperative and

ostoperative care ordinarily and routinely provided in con-
junction with the surgery itself.

Appropriate definitions can be obtained from Blue Shield

and others.

6. Payments' to “Supervisory” Physicians in Teaching
Hospitals

A major and costly problem has arisen in medicare with
respect to payment for the services of so-called ‘“‘supervisory”
physicians in teaching hospitals. Such services may involve
medicare payments of $100 million or more annually.

The problem concerns charges to “institutional” (also
called ‘‘service”) patients in contrast to bona fide private
patients.

The institutional patient generally does not have a private
ph}y;sician in the normal sense.

rivate patients on the other hand generally have their
own doctors who visit and treat them during the hospital
stay. The private patient has chosen and in effect, contracted
with his d%ctor, whereas the institutional patient—without
8 private doctor of his own—has an attending physician
assigned to him by the hospital. The service patient, thus,
looks to the institution for his medical care rather than to a
private physician.

Serious questions have arisen with respect to payments to
supervisory physicians designated as attending physicians for
medicare beneficiaries—including possible fraudulent sub-
mission of claims for services never rendered.

What has occurred is that medicare offered teaching insti-
tutions and physician associations an opportunity to secure
funds through billing the institutional patient as if he were
a private patient. The teaching physicians, themselves, do
not appear to be profiting personally from the billing to
medicare of private patient fees for institutional patients.

The services to institutional patients are often actually

rovided by interns and residents and are paid for under the
ospital insurance plan. Medicare may be paying for the
same service twice when it also pays the ‘supervisory’’
phgsician under the medical insurance plan.
rior to medicare, few Blue Shield plans or commercial
health insurers paid on a fee-for-service basis for supervisory
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services rendered by teaching physicians in teaching hospi- Ses pages
tals. Relatively few teaching institutions even attempted to

bill for such services—it was not ‘“‘customary” nor did it
“prevail.”

The basis for reimbursement of supervisory physicians
under medicare was established by the Bureau of Health
Insurance upon recommendations of an advisory group it
appointed whose membership consisted solely of those who
might benefit from those recommendations.

he staff questions whether the medicare beneficiary is
under any le%al obligation to pay for such services and, as
noted, found little precedent prior to medicare for submission
of charges for ‘“‘supervisory” physicians.

We believe the practice is wrong and must be stopped.
While medical schools and teaching hospitals are undoubtedly
in need of additional sources of funds, the staff does not
believe that millions of older people should be required to
subsidize medical education through their part B premiums.
The proper approach to additionaFﬁnancing of medical edu-
cation is through the aspropriations process where needs can
be established, justified, and met on the basis of specific re-
quirements of specific institutions.

7. Large Payments to Health Care Practitioners

The Apgropriations Committee of the Senate annually 81-88
secures and publishes a listing of those to whom payments
aggregating $5,000 or more, are made by the Department of
Agriculture. Additionally, where crop support and other
Agriculture Department payments aggregate $600 or more,

those amounts are routinely reported to the Internal Reve-

nue Service.

Against that background, the staff requested the Depart-
ment of Health, Education, and Welfare to prepare separate
listings of health care practitioners paid $25,000 or more,
directly or indirectly by either medicare or medicaid in 1968.

The incomplete and partial listings indicated that at least
4,300 individual practitioners plus an additional 900 physi-
cian groups each received at least $25,000 from medicare in
1968. The solo practitioners included at least 68 who were
known to have received $100,000 or more.

Following receipt of the names of physicians %aid $25,000
or more under medicaid, the Bureau of Health Insurance
was requested to supply the amounts, if any, also paid those
same physicians by medicare. (That was done hecause a
physician who received $100,000 from medicaid might have
received less than $25,000 from medicare and would not,
therefore, have appeared on the medicare listings.)

The combined listings—by amounts paid and type of
practice—appear in appendix B, p. 163. The data—which
the staff emphasizes is partial and incomplete—reveal that
both programs are reimbursing many physicians many
thousands of dollars each.
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Hundreds of the payments profiles indicate that the
physicians involved might be abusing the program. For
example, we found many general practitioners cach paid
$15,000, $20,000, or more for laboratory services. We found
large payments being made for what appear to be irordinate
numbers of injections. In many cases, we found what is
apparently overvisiting and gang-visiting of patients in
hospitals and nursing homes.

he staff believes that the majority of physicians on whom
information was gathered provided medically necessary
services for which they were entitled to charge and be reim-
bursed. On the other hand, medicare’s payments structure
did little to discourage—in fact it encouraged—high fees,
and thus may well have contributed to the very substantial
payment totals to those same physicians.

n sum, it appears absolutely necessary that each carrier
under medicare and each State’s medicaid administrator be
required to regularly compile and evaluate basic payments
profile information' with respect to each health care prac-
titioner. The questionnaire developed by the staff undoubted-
ly can be modified and improved into a more effective screen-
ing device. Nonetheless, the kinds of data requested in the
stafi’s rather elementary questionnaire are those which tend
to indicate patterns of overutilization and overcharging.

Shortcomings exist with respect to the present capacity of
the Government and its agent-carriers to undertake com-
plete and professional evaluation and followup on their own
of the specific data gathered on thousands of health care
practitioners who were paid large sums under medicare and
medicaid. It might be appropriate, therefore, to consult with
and enlist the support oP all professional organizations con-
cerned which might be helpful in evaluation and follow-up
programs. However, procedures which involve peer review by
professional associations should not be undertaken without
precise spelling out and assurances that such review will be
comgrehensive and effective—not paper and token.

The staff would also suggest that each State be routinelﬁ
and regularly provided megicare payments profile data wit
respect to physicians practicing in that State. Such infor-
mation would enhance the State’s utilization and cost control
capacity in its medicaid program inasmuch as many physi-
cians serving medicare beneficiaries also care for medicaid
recipients.

8. Incentive Reimbursement Methods for Hospitals, Ex-
tended Care Facilities and Physicians Under Medicare

With a view toward spurring increased efficiency and
economy in the medicare and medicaid programs, the staff
is working to perfect an incentive reimbursement system.
We believe that effective incentives to improved performance
will result if better-than-average performance is rewarded
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with a money payment—the better the cost control the Seepages
larger the payment. This premise parallels (if it is not the

same as) that underlying the competitive enterprise system—

better performance and efficiency of operation yields higher

returns.

We believe also that to be workable an incentive reim-
bursement system must recognize the role of the physician
as the key to controlling major portions of health care costs.
It is the physician who determines whether a patient is to
be hospitalized or placed in an extended care facility. It is
the physician who determines the patient’s length of stay
in all)\ealth care institution or a hospital. It is the physician
who orders, the endless variety of costly services—such as
X-rays, laboratory services, and drugs—which are provided
to the hospitalized patient.

The theory on which our work is progressing involves a
sharing with the providers of health care of a portion of the
savings to the medicare program growing out of their in-
creased efficiency and greater control over utilization in the
future as compared to the first 3 years of operation of
medicare.

We also believe that to be effective, an incentive must
include a disincentive to continued poor performance.

It is our hope that our recommendation for an incentive
reimbursement system can be submitted to the committee
at an early date, and that it will stimulate the public dis-
cussion and consideration which must precede serious
legislative action on so important and sensitive a matter.

9, Certification of Extended Care Facilities

With the inclusion of posthospital extended care benefits 91-96
under medicare, the Congress introduced a new concept into
the hospital insurance program; an alternative, less costly
institutional setting for the provision of medical care. The
benefit was intended to encompass an “‘extension” of hospital
care—care which in the absence of an extended care settin
might otherwise have to be provided in the hospital. Extende
care was not a term denoting duration—but rather a type of -
care somewhat less intensive and comprehensive than that
ordinarily provided the acutely ill patient in the hospital.
lIl(; was & type of care not or({inm'if; provided by nursing

omes,

Congress intended that extended care facilities meet re-
quirements designed for convalescent and rehabilitative care
of high quality. The “conditions of participation”—require-
ments to be met by a facility in order to qualify—were drafted
by the Department of Health, Education, and Welfare on a
basis consistent with e congressional intent.

Despite the high <. -dards, in the actual process of certify-
ing facilities, nursing 'iomes have not been required to fully
meet the condition- of participation. Rather, in applyin:
these standards, all that has been required is ‘“‘substantia
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compliance” and progress toward full compliance. Some
facilities were certified as in “substantial compliance” which
could not, by any reasonable criteria, be considered to be
without serious deficiencies.

With respect to this problem, the staff recommends that
certification of facilities with deficiencies—other than those
of an insignificant and minor nature—be prohibited.

The statute permits a ‘distinct part” of an institution
rather than the entirety to be certified as an extended care
facility, so as to encompass hospital wings or distinct infir-
mary sections with a high leve{, of care in nursing homes.
But the provision has been used in another way.

About 800 nursing homes have had a portion of their
institution certified as an ECF. The vast majority of these
are not in full compliance with the standard)s. At present,
there need be no physical separation of beds or appropriate
accounting separation of costs and it is difficult to determine
which personnel work where. This enables homes to increase
or decrease the number of beds designated as “extended
care”’ so as to maximize medicare reimbursement. Surplus or
unoccupied beds tend to be arbitrarily designated as “ex-
tended care” beds with resultant excess apportionment of
costs to medicare.

The Secretary of Health, Education, and Welfare called
attention to this problem in his Second Annual Report on
medicare. To our knowledge no action has, however, been
teken to date to remedy the situation.

The staff suggests that administration of the “distinct
part” provision be modified to encompass only a physicially
and clearly distinct section of a practical size operated as a
department with o separate nursing station. Further, clear
accounting distinctions should be made for the “distinct

art” and a reasonable vacant bed limitation applied which
1s not higher than the unoccupied bed ratio in the non-
medicare portion of the facility.

10. Medicaid Skilled Nursing Home-Intermediate Care
Facility Relationship

In a major effort q;p control rapidly rising skilled nursing
home costs under Anedicaid, the Committee on Finance
approved an amendment to the Social Security Act in 1967
to pay for care in an institution providing “services beyond
room and board but below the level; of skilled nursing homes.”
Such facilities were to serve as a lower-cost alternative to
more expensive skilled nursing home or hospital care.

The service was intended according to the statute for those
who: ‘* * * because of their physical or mental condition
(or both) require living accommodations and care which, as
& practical matter, can be made available to them only
through institutional facilities: and do not have such illness,
disease, injury, or other condition as to require the degree of
care and treatment which a hospital or skilled nursing home
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(as that term is employed in title XIX) is designed to Seepages
provide.”

The committee report stated that the care was to be appro-
priate to the needs of the individual and that regular inde-
pendent professional audit was to be made of his needs to
assure that he was properly placed.

The congressional intent is not being fulfilled. Nursing
homes have been reclassified as intermediate care facilities
on a wholesale basis where they cannot or will not meet the
standards required for participution as skilled nursing homes
under medicaid. This approach appears designed more as an
accommodation of substandard institutions than to encourage
development of reduced levels of care appropriate to the needs
of persons capable of being transferred from skilled nursing
homes and mental hospitals.

Perhaps of greater importance is that the independent
professional or medical audit—required in the case of skilled
nursing home patients—is often not rendered in the case of
each patient to determine that his needs would best be
served in that particular intermediate care facility.

quit,e simgly, contrary to the letter and intent of the law,
facilities and patients are classified as “intermediate” care
on a wholesale basis. Furthermore, in several States, includ-
ing Massachusetts, Rhode Island, and Ohio, many interme-
diate care facilities are bei pai(i for care at rates greater
than those J)a.id to meny skilled nursing homes participating -
in medicaid in the same areas. Again, this i3 expressly con-
trary to the congressional intent that intermediate care was
to be a less costly alternative to skilled nursing home care.
It is certainly inconsistent to pay more for services in a
facility which by law is an institution in which a lower level
of care is provided, than in an institution which, also by -
law, requires a higher level of care.

The staff recommends that appropriate legislative action
or administrative action by the Bepartment of Health, Edu-
cation, and Welfare be taken to prohibit payments to inter-
mediate care facilities at the same or greater rates than those
made to skilled nursing homes in an area. The Department
should also be requested to assure that States do not ignore
the statute and congressional intent with respect to inde-
pendent medical or professional determinations that the
needs of a particular person can best be met in an inter-
mediate care facility.

11. Institutional Utilization Review Mechanisms

. One of the important provisions which Congress included 105-
in the original medicare law as a control and safeguard on 112
unnecessary and excessive usage of institutional care was
the requirement that each participating hospital and ex-
tended care facility have a utilization review plan.

The detailed information which the staff has collected
and developed indicates clearly that the utilization review
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nature and ineffective as a curb to unnecessary use of insti-
tutional carec and services. Utilization review in medicare
can be characterized as more form than substance. One State
medical society described the present situation in these words:
“Where hospital beds are in short supply, utilization review
is fully effective. Where there is no pressure on the hospital
beds, utilization review is less intense and often token.”

Widespread failure to effectively apply utilization review
results from several factors:

1. The regulations which have been issued on institutional
utilization review requirements are not in accordance with
the terms and intent of the statute.

2. Certification of hospitals and extended care facilities
for participation in the program have been continued by the
State health agencies and the Department of Health, Educa-
tion, and Welfare despite the fact that basic statutory re-
quirements have not been met by those institutions.

3. Many intermediaries under the program have either
ignored or been nogligent in assuring that institutions have
functioning and effective utilization roview mechanisms.

4. The Social Security Administration has made little
effort to verify that contracting agents—State health agen-
cies and intermediaries—carry out the terms of their con-
tracts on this point.

In addition to improving administration of the present
institutional utilization review requirements, certain legisla-
tive changes might be considered which could further improve
the review process. Some possible changes are:

1. Where feasible, have the physician positions on a
utilization review committee for a particular hospital filled

" by ph%sicians associated with another hospital.
2.

equire that utilization review plans for extended care
facilities be organized outside the institution, either through
a hospital affiliation, the local medical society, or the local
health departments.

3. By appropriate Federal and State legislation, exempt
health care practitioners from legal liability for decisions
made during required utilization review or medical audit
activity. :

4. Require intermediaries to employ and apply local,
regional, and possibly national utilization criteria in evaluat-
ing the provision of Institutional services.

5. Offer homemaker benefits, on a demonstration basis
initially, as an alternative to more costly institutional care.
The homemaker benefits, while chargeable as a home health
benefit, would be distinct from the services presently avail-
able from home health agencies.

12, Medicare Fiscal Intermediaries

Under the law, groups or associations of providers of
services—-hospitals, extended care facilities, and home health
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agencies—can nominate an organization to act as ‘“fiscal
intermediary”’ between them and the Government.

The Department of Health, Education, and Welfare may
not enter into an agreement with any intermediary unless the
Secretary finds that use of the intermediary is consistent
with “effective and efficient administration’” and the inter-
mediary is able and willing to assist providers in the ap-
plication of safeguards against unnecessary utilization of
services.

Most nonprofit community hospitals nominated thes Blue
Cross Association as intermediary through their membership
in the American Hospital Association. Somewhat more than
one-half of the extended care facilities also nominated Blue
Cross as intermediary.

A number of serious problems and issues related to inter-
mediary nomination and performance have come to the
attention of the staff.

1. Inasmuch as providers select the intermediary, some
intermediaries have been reluctant to apply positive admin-
istrative re?uircments with respect to costs and utilization
review for fear of losing the providers’ nomination. Other
intermediaries have apparently solicited providers with
implicit promises of preferential treatment. Some inter-
mediaries also sell insurance to the providers they serve—
creating an implicit conflict of interest situation.

In this regard, the staff concludes that the original purpose
of the provision for provider nomination of intermediaries
has been largely served. With the maturation of medicare
consideration should be given, in order to avoid the types of

roblems discussed above, to authorizing the Secretary of
ealth, Education, and Welfare to designate intermediaries
under part A as he now selects carriers under part B.

2. The Blue Cross Association is the prime contractor as
intermediary with the Bureau of Health Insurance. The
association seeks to coordinate the activities of the many
local Blue Cross plans who actually function as interme-
diaries. The system which the association has established
has been criticized as often constituting an additional, costly,
and duplicative layer of administration. The administra-
tive capacity of individual Blue Cross plans ranges widely—
yet the Bureau of Health Insurance has so far taken the
good plans with the poor ones under this all-or-none prime
contract arrangement with the Blue Cross Association.

The Bureau of Health Insurance should in any subsequent
contracts with the Blue Cross Association reserve and exer-
cise the right to select as local intermediaries only those Blue
Cross plans which are capable of proper and efficient per-
formance. Social Security regional offices should also have
authority to deal directly with local Blue Cross plans on
medicare matters without the necessity of routing all but
the most nominal inquiries through the offices of the Blue
Cross Association,
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3. Intermediary performance varies widely with respect to
processing time on medicare bills, the proportion of bills
returned from Social Security to intermediaries because of
errors, ths proportion of bills pending for long periods of time
and administrative costs.

The performance of some intermediaries appears so much
below average that serious consideration of repﬁsxcement by o
better performing intermediary seems called for. That process
would be facilitated if the intermediary nominating pro-
cedure was modified as the staff suggests.

13. Medicare Carriers

Medicare carriers are selected by the Secretary of HEW
to process and make payment for part B claims and to serve
as & channel of communication between the Bureau of
Health Insurance and those furnishing services covered
under the Supplementary Medical Insurance Plan.

Carrier performance under medicare has in the majority
of instances been erratic, inefficient, costly and inconsistent
with congressional intent. The Bureau of Health Insurance
has taken little action to weed out and terminate the in-
efficient carrier. Extensive comparative data collected for
the staff clearly indicates wide variation and frequent low
levels of performance. _

Unquestionably many millions of dollars of public funds -
have gone to subsidize carrier inefficiency. Some of this
expense was unavoidable but much of it could, the staff
believes, have been avoided through alert, aware, and prompt
action by the Social Security Administration. While millions
of dollars invested in inefficient, carriers, thus far, would be
lost through termination, the staff believes that the Govern-
ment (and the older citizens who pay half of those costs)
would gain far more in the long run by replacing them now.
What appears needed are fewer carriers and a benefits and
administrative structure lending itself to genuine competition
for appointment to the job of medicare agent.

A number of Blue Shield plans initially refused to comply
with that part of the instruction by social security to
identify, by name, physicians who had been paid $25,000
or more by medicare in 1968. Most of the plans which de-
clined to provide the information requested said that they
had not been ‘‘authorized to do so by the physicians in-
volved.”

Clearly, the issue raised did not involve “authorization’” by
hysicians. The staff could find no provisions in law, regu-
ation or carrier contracts which provided that identification

would not be made to the Federal Government except with
express physician “authorization.” '

he underlying concern of thoss Blue Shield plans which
resisted providing names is understandable. Blue Shield
works with and depends upon the goodwill of physicians for
much of the success it enjoys in its regular day-to-day busi-
ness where in most instances it actually contracts with indi-
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vidual doctors. In medicare, however, the contract is with Seepages
the United States Government. The Government'’s obligation

is to undertake such procedures as will assist in assuring its
citizeus——garticulo,rly the millions of elderly who pay pre-
miums—that their money is being properly expended.

The Government is ‘“‘trustee” oF the part B trust fund.
The staff stresses that its concern is with the basic issue of
public accountability—not with any advocacy of publication
of the names of individual physicians and the amounts paid
them. As we previously suggested in item 7, the staff be-
lieves identification by name of physicians receiving large
payments is vital to any serious effort at cost and utiliza-
tion control.

14, The Quality of Administration of Medicare

A number of areas of administrative laxity by Social 121-
Security in implementing, operating, and supervising medi- 123
care have been previously noted. Other areas where improve-
ment in performance seems hecessary are in the quality of
information supplied to and requested of carriers and inter-
mediaries as well as in present prograin evaluation and
research activities.

In response to staff questionnaires, carriers, and intermedi-
aries frequently indicated their belief that Bureau of Health
Insurance instructions were not issued in timely fashion,
were often too voluminous and detailed, and not written in
clear and concise fashion with appropriate examples. Those
comments (unidentified as to source) have been turned over
to the Social Security Administration for their use in im-
proving their instructions. The staff, on the other hand, is
not unaware that some of the carrier and intermediary
criticism may have been self-serving and intended to gloss
over their own poor performance.

One of the more important elements in appraising ed-
ministrative performance is the quality of the research
and program evaluation effort. One of the most important
uses of program statistical data—sound cost estimating—
deserves mention because some 314 years after the start of
medicare, they are still based on incomplete program expe-
rience and only utilization estimates are based upon any
substantial program data. Principle causes of the delay in
securing data arise from the fact that so few hospital account-
ing periods have been finally settled, and from an ineffective
and cumbersome health insurance research effort.

The staff concludes that the present health insurance
research and program evaluation effort needs to be substan-
tio‘;ll(lly revised. In this connection the following suggestions are
made:

1. Health insurance research directly related to day-to-day
evaluation of program administration should be given the
highest priority and should be placed in the Bureau of

Health f)nsurance as an administrative control under the
authority of the Director of the Bureau of Health Insurance,

2. Program data useful for cost-estimating purposes should
be given a priority only slightly lower than program evalua-
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See pages tion data and should be designed and analyzed by the Office
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134

of the Chief Actuary.

3. Health insurance research related to the impact of the
program on beneficiaries and the health industry should have
the next priority and should be carried out, as now, under the
direction of the Office of Resoarch and Statistics.

4. Contractors with the program-—ecarriers, intermediaries,
and State agencies—should bo relieved of as much data
gathering and report making as possible consistent with the
objectives of the research and should bo the regular recipients
of analyses of data which might be useful to improvement of
their performance.

15. Medicaid Administration

There are serious and costly deficiencies in the operation,
administration and supervision of the medicaid program.
The typical medicaid patterns are slow payment to sippliers
of health care goods and services; little effective effort to
determine whether those goods or services were necessary
(or even given?; little or no control over recipient abuse;
and, general laxity of administration. Findings of the
HEW Audit Agency, reviews of State programs made by
the Medical Services Administration éthe HEW agency
responsible for overseeing medicaid), General Accounting
Office reports and those of various individual State agencies,
as well as staff conferences with State legislators, administra-
tors, and others—all underpin the negative conclusions of
the staff.

The recommendations which follow may serve as the
basis for committee consideration of methods of improving
medicaid. Another key element, however, is essentiul if the
grogram is to function as intended. While the Medical

ervices Administration probably requires additional person-
nel if effective Federal supervision is to be realized, it
appears vital that any additional and present personnel—
including officials—operate with a greater sense of respon-
sibility and direct involvement than has been manifested
heretofore. The Medical Services Administration needs
dynamic, concerned, and qualified leadership and staff if &
complex, costly, and important program such as medicaid is
to be soundly administered.

The staff recommends the following actions to improve the
medicaid program:

1. Require usage of fee schedules for payment of health
care practitioners,

2. Reduce drug costs through adoption of the type of
amendment offered by Senator Russell B. Long in 1967
which was approved by the Senate but not enacted at that
time.

3. Curb overutilization by requiring prior professional
approval of elective procedures and expensive courses of
treatment.
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4. End costly “doctor shopping” by recipients through See pages
rgqui’x;ing designation by the recipient of a ‘primary physi-
cian.

5. Facilitato reporting and detection of abuse and fraud
by requiring States to provide medicaid recipients with
statoments outlining payments made in their behalf.

6. Modify prosent law so as to make practicable reasonable
cost-sharing paymonts by the medically indigent.

7. Prohibit making of vendor payments to independent
collection and discount agencies to whom providers have
sold their medicaid or medicare due bills.

8. Improve Federal administration and supervision as
well as establish formal and informal cooperative arrange-
ments with and between States.

9. Establish a medicaid ffaud’and ‘abuse unit in HEW.

10. Require States to maintain specific organizational
units for the prevention, detection, and investigation of
fraud and abuse in their health care programs.

11. Combine the Medical Assistanco Advisory Council
with the Health Insurance Benefits Advisory Council into a
single body to facilitate coordination and, communication in
the two principal Federal health care financing programs.

16. Other Areas of Actual and Potential Abuse in
Medicare and Medicaid

Concern has been expressed by many existing health care 136-
institutions and others over the tremendous growth in chain 1438
operation and construction of medical facilities and their
acquisition of related companies. ‘

ertainly, no case can or should be made solely because of
size against an organization which limits its activity to a
number (even a large number) of a single type of heal.h care
facility—such as sl%illed nursing homes. In such instances,
where the chain operates beds which are needed in a com-
munity and without the presence of conflicts of interest,
opportunities exist for significant economies and efficiency
in the provision of necessary health care. The problems arise
with respect to the overpromoted chains consisting of con-
glomerations of various types of health care facilities and
services where, in the final analysis, the Government, in
the main, is expected to recognize for reimbursement in-
flated prices paid by those chains in their eagerness to expand
and demonstrate growth, presumably in order to generate
demand for their stock.

Other hospitals and skilled nursing homes are being built
or proposed for communities where existing facilities are
adequate to serve the needs of those areas. In most instances,
this construction is not subject to approval of areawide plan-
ning agencies and if prior experience is any yardstick, if a
bed is available, it will be ﬁlle(f.

In the above instances, bona fide competition does not oc-
cur with respect to whether one facility 1s more efficient and
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economical than another. What competition does exist is
for scarce health manpower and patients—both generating
further upward pressure on already high costs.

In the competition for paying patients, several of the
largest chains, deliberately tI(’ﬂlJ(’)w a policy of selling stock to
local physicians as a means of assurin tKut the new facility
will get paying patients. Unquestionably, many physicians,
who have an ownership interest in a facility, are not moti-
vated by that interest in their treatment of patients. None-
the'ess, there is always the appearance of a potential or
implicit conflict-of-interest in physician ownership of a
health care facility or service in which he treats his patients
in -terms of admissions policy, the range and frequency of
services supplied, and dates of patient discharge.

There is a requirement in title 19 of the Social Security Act
that States mamtain a current list of owners of interests of
10 percent or more in skilled nursing homes. The staff
requested those lists, and then, on a sample basis due to the
massive amount of material received, cross-checked on
physician-owners of nursing homes who had also received
payments of $25,000 or more fromm medicare in 1968. A
number of these physicians with financial interests in skilled
nursing homes and in some cases proprietary hospitals as
well showed unusual amounts and patterns of charges. In
particular the frequency of visits to institutionalized patients
and the aggregate amounts billed for such visits as well as
for injections and laboratory services indicate an obvious
need for thorough followup.

In addition to efforts to have unusually high cost bases
recognized for purposes of medicare reimbursement, some
chains (as well as some consulting firms who own stock in
institutions for which they consult) have also sought accept-
ance as reimbursable costs of unusally high salary, franchise
fee, percentage of gross-income, and purchases from related
organization arrangements. Social gecurity has recently
stepped up its efforts to detect and prevent abuse in those
areas and that activity is certainly justified and worth while.

Another area of concern which has implications, not only
for medicare and medicaid, but also for the tax collector,
involves a trend toward changing the status of a proprietary
health care facility to that of a “nonprofit” institution. For
example, a group of physicians who own a proprietary
hospital with a depreciated replacement cost of $2 million
might claim a “fair market value” of $4 million (inclusion
of goodwill, etc.) and sell it for that sum to a nonprofit
organization which they in fact control. The purchase price
is to be paid from the excess of cash flow over expenses of
the hospital. Prior to the transfer of ownership, the hospital
may have bad average net income of $200,000 subject to
ordinary tax. That $200,000 excess of income over expenses
now becomes tax free and can be applied toward payment
of the inflated $4 million purchase price (along with other
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items of cash flow such as depreciation) where, in large part, Seepages
it becomes subject to capital gains tax rates rather than
ordinary income rates,

A principal problem in these situations is that, under
existing law, it is debatable whether the Internal Revenue
Service can deny tax-exempt status to nonprofit hospitals or
nursing homes engaging in transactions of this type, particu-
larly where there is allegedly arm’s-length dealing.

It is suggested that the committee consider requesting
the Department of the Treasury to submit such legislative
proposals or other recommendations as may be deemed
necessary to avoid abuse of tax-exempt status and capital

ains treatment in the sale or exchange of health care
acilities. Particularly, the Treasury should suggest means
of valuing such facilities which do not possess manipulative
potential.

With respect to assot valuations for purposes of reim-
bursement under medicare and medicaid, the staff has
recommended earlier in this report that “goodwill” not be
recognized as an element of cost where a transfer of owner-
ship occurs. Further, depreciation expense should be recog-
nized only on the same basis as in the tax laws—straight-line
historical cost.

17. Reporting of Medical Payments to Tax Collector

Until very recently, insurance companies (including those 144-
participating in medicare), many Blue Cross-Blue Shield 150
orgenizations, State agencies participating in the medicaid
program, and employers and unions having self-insured or
self-administered health plans did not file information returns
with the Internal Revenue Service when they made payments
to (or with respect to) doctors, dentists, and other suppliers
of medical and health care services and goods on behalf of
individuals.

On November 13, 1969, largely in response to views
previously expressed during hearings before the Committee
on Finance (Hearings on Medicare and Medicaid, July 1 and
2, 1969), the Internal Revenue Service revoked its prior
policy and announced that henceforth information returns
would be required with respect to payments aggregating
$600 or more made to a doctor or other provider. Payments
made to corporations (including professional service corpo-
rations set up by doctors for tax purposes) were specifically
excepted from this reporting requirement.

No doubt this change in attitude by the Internal Revenue
Service and the pubﬁcation of its new position requiring
information returns with respect to medical payments made
to doctors and other providers prompted tﬁe conferees on
the Tax Reform Act to omit a Senate amendment added to
the bill by the Committee on Finance before the Service
position was reversed. This Senate amendment called for
detailed reporting of medical payments, including payments
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made to an insured person, either in reimbursement for
payments he had ma(l)e to a doctor or other provider, or
with respect to services performed by the doctor or other
provider.

The siaff believes the present requirements of the Internal
Revenue Service leave much to be desired. As already noted,
they do not cover payments mad~ ‘o corporations. Nor do
they cover the so-called indirect payments—those payments
made to the insured who receives tho amount, ecither as
reimbursement for payment he has already made, or who
gresumably will use the proceeds in settlement of an unpaid

ill. The staff views this shortcoming of the present reporting
requirement as a substantial defect which can lead to massive
shifts in billing practices by doctors and other providers of
health care services seeking to avoid having their payments
reported to the tax collector. Such a shift could also have
serious implications with respect to the patient who may be
unable to pay his doctor first and then seek reimbursement
under his health insurance policy.

Another important defect in the new reporting require-
ments concerns the inability of the Internal Revenue Service
to require the payer to furnish the doctor or other provider
of medical services, goods, or supplies with a copy of the
information return or similar statement. We believe it is
important that the doctor or other provider be informed of
the amount reported to the Internal Revenue Service as
having been paid with respect to services he rendered or
goods and supplies he furnished.

Yet another defect in the new reporting requirements is
their failure to impose a reporting responsibility upon payees
acting as conduits and who, in foet, merely transfer the
insurance proceeds to the taxpayer actually rendering the
services. For example, many clinics or associations of doctors
may designate a single doctor to receive payment for services
rendered by all the doctors in the clinic or association. The
same could be true of doctors who join together in a profes-
sional service corporation for the practice of medicine. The
staff believes the information required under the new
Internal Revenue Service requirement will not be very
useful as an enforcement device because IRS cannot know
which doctor received what portion of a consolidated group
payment,

nfortunately, these defects largely reflect shortcomings
in the statute itself, and few if any of them can be corrected
by further administrative action.

Probably the most serious shortcoming of the present
reporting requirement, however, concerns whether it is
supported by the present law. The applicable statute (section
6041 of the Internal Revenue Cocﬁs requires ‘“‘all persons
engaged in a trade or business and making payments in the
course of such trade or business” to render a true and accu-
rate return reporting payments to another person aggregating
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$600 or more during the year. It has been argued that pay-
ments paid by an insurance company to or on behalf of a
private citizen for health care goods and services are not
encompassed by this language. Rather it is argued that the
insurance company, in such cases, merely acts as the agent of
the private cilizen. And, pursuing the analogy, since the
private citizen. is not required to report l:ayments he makes
to his doctor for services rendered to him, neither is the
insurance company.

The Interna\ Revenue Service position with respect to this

ucstionisstated as follows in the Revenue Ruling announcing
‘the new reporting requirement:

Payments of fees under the plans, programs, or policies
here considered to doctors or other suppliers of health
care services are made in the course of the trade or busi-
ness of the persons making the payment. Accordingly, it
is held that such persons are required to file forms 1099
with respect to such payments made directly to doctors
or other suppliers. (Revenue Ruling 69-595——N)<’)v. 13,1969.)

The staff has tIready observed that the new reporting re-
quirement fails to require reports of indirect payments (those
made to a private person to be repaid, to a doctor or other
provider). At this point we express the fear that the contro-
versy described in the two immediately preceding paragraphs
could develop into litigation which might place t}xe vali(ﬁty
of the present reporting requirement in doubt for years to
come.

With payer of dividends and interest now required to re-
port payments to a person aggregating $10 or more during the
year (with additional statements required of nominees iden-
tifying the principal to whom they repaid the amounts) the
present reporting requirements with respect to medical pay-
ments seems particularly inadequate. In the opinion of the
staff the committee should consider again the sort of compre-
hensive amendment it added to the gI‘a,x Reform Act. That

amendment corrects and overcomes the defects in the new
administrative reporting requirement and would provide the
Internal Revenue Service with information vastly more use-
ful to it in enforcing the tax laws of the Nation.




CHAPTER ONE
FISCAL IMPACT OF MEDICARE

The Medicare law enacted in 1965 included benefits under two
parts: :
(1) Part A, Hospital Insurance, provided hospital benefits and

extended care and home health benefits after hospitalization; and

(2) Part B, Supplementary Medical Insurance, paid part of
the cost of doctors’ services, diagnostic services (such as X-rays
and laboratory tests), and home health services (even without
prior hospitalization).

The hospital insurance program under Part A was to be financed
through an employer-employee tax at a combined rate of 0.7 percent
of taxable wages in 1966, rising to 1.0 percent in 1967--1972 to an
ultimate rate of 1.6 percent in 1987 and thereafter. The tax was to
apply to only the first $6,600 of annual wages. Half of the cost of the
Supplementary Medical Insurance program under Part B was to be
borne by the enrollee, and the other half of the cost was to be matched
from Federal general funds. At the start of the program, July 1, 1966,
the enrollee’s monthly premium was set at $3.

Hospital Insurance

In 1965, when the medicare program was enacted into law, the
hospital insurance program was estimated to cost 1.23 percent of
taxable payroll over a 25-year period. Almost all of this was attribut-
able to hospital benefits. Benefit payments for 1970 were grojected at
$3,116 million (including benefits for all medicare eligibles); 1990
benefits were projected at $8,797 million.

During congressional deliberation on the 1967 Social Security
Amendments, the 1965 actuarial estimates were thoroughly reevalu-
ated. On the basis of that reevaluation, the actuarial cost estimate
over a 25-year period was raised to 1.54 percent of taxable payroll
(with & $6,600 tax base) rather than 1.23 percent—a 25-percent in-
crease. The actuarial deficit of —0.31 percent combined with the low
scheduled contribution rates in the early years of operation, meant
that the Hospital Insurance Trust Fund would be exhausted in 1970
unless Congress took steps to shore up the program’s financing.

Minor changes in the benefit structure in the 1967 amendments had
virtually no effect on the long-range cost estimates. But two steps
were taken to strengthen the actuarial soundness of the hosg)ital
insurance program: (1) The taxable wage base was increased from
$6,600 to $7,800, and (2) the combined employer-employee tax rate
was raised 0.2 percent per year above the scheduled rates in prior
law. These two financing measures were estimated to bring the
hospital insurance program into close actuarial balance (with an
0.03-percent long-range surplus). With a higher wage base and thus a

(29)
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larger taxable payroll, the long-range cost was now estimated at 1.38

rcent of taxable payroll over the 25-year period. Benefit payments

or 1970 were now estimated at $4,441 mil{ion; for 1990, they were

projected at $10,843 million.

Again in early 1969, the actuarial cost estimates were reevaluated,
and new estimates were incorporated in the 1969 report, of the Hospital
Insurance Trust Fund trustees. For the first time, actuarial assump-
tions were at least partly based on actual program experience.

The increase in projected program costs was dramatic. The cost was
now estimated at 1.79 percent of taxable payroll over the next 25
years; 1970 benefit payments were estimated at $5,029 million, and
1990 benefit payments were projected at $16,830 million—in both
cases, almost twice the original estimates. The Hospital Insurance
Trust Fund was estimated to have an actuarial deficit of —0.29
percent; the trust fund would under the prevailing contribution
schedule (including the 1967 increase) be exhausted by 1976.

In September 1969 the program costs were projected again on a
preliminary basis, by the Social Security Chief ctuary. Previous
estimates were dwarfed by the new projections, which sef the cost at
2.27 percent of taxable payroll over the next 25 years—and an actuarial
deficit of —0.77 percent, the equivalent of $126 billion, about half of
estimated receipts under present law during the 25-year period. The
actuarial deficit has been increased to —0.80 percent (an additional
—0.03) due to December 1969 liberalizations in the reimbursement
formula for hospitals. In dollars, the 25-year shortfall under present
financing becomes $131 billion. The trust fund is now projected to
become exhausted by 1973 unless additional financing is provided.

A comparison of the actuarial estimates made in 1965, 1967, and
January and September 1969 is shown in table 1 below.

TaBLe 1.—Hospital insurance benefit cost projections
(In billlons of dollars)

Estimate Estimato. FEstimate
of 1970 of 1976 of 1990

costs costs costs
Actuarial estimate made in 1965 _._____________ 3.1 4.3 8.8
Actuarial estimate made in 1967 ._____________ . 4.4 58 10. 8
Actuarial estimate made in January 1969___________ 50 7.6 16. 8
Current estimate..._.._________________ 777" 5.8 o M

t Unavailable.

Basically, the significant underestimates made in 1965 were the
result of basing cost projections on then recent utilization and cost
experience. In fact, the actuarial assumptions accepted by the Con-
gress generally were deliberately more conservative than that
experience warranted. Unfortunately, utilization rates and inflationary
and other cost increases under medicare far exceeded the experience
before 1965. Thus, the increases in cost estimates should be viewed
as indicative not of poor actuarial assumptions, but rather as indica-
tive of inflationary pressures and a serious lack of effective utilization
and cost controls in administering the medicare program.

The major elements of the actuarial estimates are discussed below.
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Rising Hospital Costs and Increasing Hospital Utilization

In 1965, actuarial estimates of hospital costs were based on the
assumption that in any year, 21.7 percent of the 19 million persons
covered by hospital insurance woul({) be hospitalized, with an average
hospital stay of 14.55 days covered under the program. On.the average,
this would represent a utilization rate of 3.16 days of hospitalization
per year per eli(f;iblo person (whether or not he was actually hospital-
1zed). It should bo noted that this utilization rate was deliberatel
set 20 percent higher than the original actuarial estimates of the A(f:
ministration in order to allow for possibly higher utilization. Based on
then current experience, it was assumed that average daily hospital
costs under the program would be $40.06 in 1966; daily costs would
increase 5.7 percent annually until 1970, with the annual increase
declining to a stable level of 3 percent beginning in 1975. Throughout
the period, wages in employment covered under social security were
projected to increase by 3 percent annually. Thus, under the original
actuarial estimates made in 1965, hospital costs were expected to rise
2.7 percentage points faster per year than whages until 1970; the
differential would diminish over the next 5 years and disappear by
1975.

Under the 1965 actuarial assumptions, the cost of huspital benefits
in 1967 would be the product of 19 million beneficiaries times 3.16
hospital days per person times $42.38 per day of hospitalization (5.7
Eercent more than the 1966 daily rate), or about $2J% billion. This

gure would be decreased by about $200 million, the share of the cost -
paid by the beneficiary (primarily from payment of what was then a
$40 deductible). The actual expenditures in calendar year 1967 would
be somewhat lower than incurred costs because of the lag between
receipt of services and payment for them.

By 1967, it had become clear that hospital costs were increasing far
more rapidly than the assumed 5.7 percent per year. New actuarial es-
timates continued the 1965 assumptions that average wages in covered
employment would increase by 3 percent annually, and that hospital
costs would increase by the same annual rate heginning in 1975; but
the annual rate of hospital cost increases was raised drastically for
years before then. Hospital costs were now based on an average daily
cost of $44.28 in 1967, estimated to increase 15 percent annually in
1968, 10 percent in 1969, and 6 percent in 1970, with the rate of
increase declining to 3 percent—the same increase assumed for
wages—by 1975. Since actual program data were not yet available,
no chanEe was made in the 1965 utilization rate assumption of 3.16
days of hospitalization per enrollee per year.

Reevaluation of the actuarial estimates in January 1969 showed that
both hospital cost increases and utilization rates had been underesti-
mated in the light of the preliminary program experience that was
finally becoming available. (Delays in getting final cost data are
discussed later in the report.) Average Euily ospital costs had in-
creased 12.3 percent in 1967, and using an average daily cost of
$44.76 in 1967, this fizure was estimated to increase 13 percent in
1968, 12 percent in 1969, 9 percent in 1970, and by declining amounts
until a stable annual increase of 3.5 percent was reached in 1975.
Under these estimates, the average daily hospital cost would be about
$62 in 1970, $70 in 1972, $80 in 1975, and over $100 by 1982. The
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utilization rate was increased from the earlier estimate of 3.16 hospital
days per enrollee per year to 3.8 days—a 20-percent increase in the rate
used in the assumptions. Tho actual average hospital cost in 1967 (in-
cluding cost-sharing pafymcnts by beneficiaries) had been $170 per
beneficiary (3.8 days of hospitalization per beneficiary times $44.76
daily hospital cost) compared with the $134 projected for 1967 in the
1965 actuarial estimates (3.16 hospital days per beneficiary times
$42.38 daily hospital cost)—an actual cost per beneficiary in 1967
which was 27 percent higher than the 1965 projection. The cost per
beneficiary projected for 1970 in the 1965 estimates was $158 (3.16
days of hospitalization per beneficiary times $50.05 daily hospital
cost) compared with the $235 projected in the current estimates (3.8
days of hospitalization per benei!iciary times $61.756 daily hospital
cost)—almost a 50-percent increase.

In September 1969 the actuarial assumptions were again revised

" upward. Increases in hospital per diem costs were raised to 15 percent

in 1969, 14 percent in 1970, 13 percent in 1971, and by declining
amounts untﬁ a stable annual increase of 4 percent after 1977. More
imi)ortant, the new estimates for the first time assume that hospital
utilization rates will increase over the next decade by an average of
about 1 percent annually (higher rates during the first few years). The
cost per beneficiary estimated for 1970 is now $273 —about 70 percent
higher than the estimate for that year made in 1965.

The changing assumptions for average daily hospital costs are shown
in table 2 below; the changing assumptions for the average annual
hospital cost per beneficiary are shown 1n table 3.

TABLE 2.—Average daily hospital costs

Estimate of Estimate of

1967 daily 1970 daily

hospital costs hospital costs

Actuarial estimate made in 1965____________.___ $42. 38 $50. 05
Actuarial estimate made in 1967 ... ... _.._.. 44, 28 59. 37
Actuarial estimate made in January 1969__.___. 44,76 61.75
Actuarial estimate made in September 1969_.___ 44.76 67. 48

TABLE 3.—Average annual hospital cost per beneficiary

Averago days of Estimate of 1967 Estimate of 1970

hospitalization annual cost per annual cost per

per year beneficlary beneficlary

Actuarial estimate made in 1965. 3.16 $134 $158

Actuarial estimate made in 1967_ 3. 16 140 188
Actuarial estimate made in

January 1969. . __..._._.... 3.8 170 235
Actuarial estimate made in

September 1969 ... _._ .. .. O] 170 273

13.8 days in 1967, increasing on the average by 1 percent per year over next decade.

Assumption of Constant Wage Base Under Attack
_ It should be noted that, although the actuarial estimates for hospital
insurance have assumed that wages will rise over the next 25 years,

e
.
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it is assumed that the taxable wage base will not increase above the
specified levels written in law at the time the actuarial estimate is
made. This policy was specifically decided upon by the Congress when
medicare was first enacted in 1965.

Prior to enactment of medicare, actuaiial estimates of the cost of
hospital insurance proposals assumed that the Con(.iress would from
time to time increase tﬁe wauge base to keep pace with rising earnings.
The Congress in 1965 rejected this assumption. The Finance Com-
mittee report on the medicare bill in 1965 stated:

“Perhaps the major consideration in making and in presenting
these actuurial cost estimates for hospitalization benefits is that—
unlike the situation in regard to cost estimates for the monthly
cash benefits, where the result is the opposite—an unfavorable
cost result is shown when total earnings ievels rise, unless the
provisions of the system are kept up to date (insofar as the
maximum taxable earnings base und the dollar amounts of any
deductibles are concerned). * * *

“The committee very strongly believes that the financing basis
of the new hospital insurance program should be developed on &
conservative basis. * * *

“In all the previous cost estimates, it was assumed that the
maximum taxable earnings base would be kept up to date, b
‘[:eriodic changes, with changes in the general earnings level.

* * The committee believes that this is not a conservative
assumption, since it seems to bind future Congresses into taking
action in order to maintain the actuarial soundness of the hospital
insurance system. It should be emphasized that the actuarial
soundness of the cash benefits program under the old-age, sur-
vivors, and disability insurance system does not at all depend
u%on an assumption of the earnings base being adjusted upward
when wages rise (but rather, on the contrary, the actuarial status
of the system is improved under such circumstances). Accordingly,
although the committee believes that, under the likely conditions
of rising wages over the next 25 years, the earnings base will be
adjusted upward beyond the increases contained in the committee-
approved bill (from the present $4,800 to $6,600), the conservative
assumption should be made for the purposes of the actuarial cost
estimates that no further increases will occur after 1966.

“As indicated previously, one of the most important basic
assumptions in the cost estimates presented here is that the earn-
ings base is assumed to remain unchanged after it increases to
$6,600 in 1966, even though for the period considered (up to 1990)
the general earnings level is assumed to rise at a rate of 3 percent
annually. If the earnings base does rise in the future to keep up
to date with the general earnings level, then the contribution
rates required would be lower than those scheduled in the com-
mittee-approved bill. In fact, if this were to occur, the steps in the
contribution schedule beyond the combined employer-employee
rate of 1.1 percent would not be needed. Furthermore, under the
foregoing conditions, if the hospital utilization experience fol-
lowed the intermediate-cost assumptions made previously in
Actuarial Study No. 59 of the Social Security Administration
(increased by 10 percent for the estimates presented in this report),

\
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and if all other conditions (such as the relationship of hospitaliza-
tion costs and general earnings) developed as they are set forth in
the assumptions, then it is possible ithat the combined employer-
employee contribution rate would not have to increase beyond |
percent.” (89th Cong., S. Rept. 404, pt. I, pp. 59-66.)

In their 1969 report on the status of the Hospital Insurance Trust
Fund, the trustees of that fund noted the long-range actuarial deficit
of —0.29 percent of taxable wages. Disregarding the legislative history
outlined above, the trustees suggest that the hospital insurance trust
fund actually has an actuarial surplus of 0.07 percent, “if the reason-
able assumption that the earnings base will be kept up to date is
made.” This contention minimizing the trust fund’s serious financial
difficulties is difficult to accept, particularly since the Congress made
clear in 1965 that it considered a reduction in medicare taxes just as
“reasonable’” an assumption as “keeping the earnings base up to date.”’
After all, an increase in the wage base does not increase an individual’s
medicare benefits—it just increases his taxes. Unhappily, even the
1967 cost assumptions did not prove conservative enough, and further
congressional action is now necessary to provide additional financing.
Considering the fate of the actuarial estimates during the first few
years of the program, including the major upward revisions in Jan-
uary and September of 1969, it would seem particularly inappropriate
at this time to accept the trustees’ 1ecommendation to eliminate the
conservative bias in the level wage base assumption in the actuarial
estimates.

It should be noted that the President has recommended a 55-
percent increase in hospital insurance taxes to restore the actuarial
soundness of the program. While part of the increase would be
achieved by raising the tax rate, much of the tax rise would be linked
to automatic increases in the wage base as earnings levels rise. Such
steps would have the effect of preempting future taxing capacity
which the Congress might otherwise want to use to broaden medicare
benefits.

Substantial Increase in Utilization of Extended Care Facilities

In 1965, the administration’s medicare proposal included 60 days
of medical care in an extended care facility following at least 1 day
of hospitalization. The Secretary of Health, Education, and Welfare
made clear in his testimony before the House Ways and Means Com-
mittee that an extended care facility was to be one which provided
post-hospital skilled nursing and rehabilitative care and not “the long-
term custodial care furnished in many nursing homes.” (1965 House
hearings, p. 4.

The actuarial estimates for Social Security eligibles, which were
made for H.R. 1, the 1965 administration bill, assumed that hospital
insurance eligibles would spend an average of 0.16 days per year in
extended care facilities in 1967, increasing annually until a utilization
rate of 0.31 days per year was reached. Tﬁe actuary specifically stated
that these utihization rates assumed that “benefits will be provided in
accordance with a strict interpretation of language in the bill” (1965
House hearings p. 440), which made clear that this benefit was
intended as a medical alternative to hospitalization in a sub-hospital
setting and was not meant to include domiciliary-type extended care.
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The actuarial estimates further assumed, on the basis of recent experi-
ence, that daily costs would average $11.26 and would increase there-
after at 3 percont per year. Thus, for 1967, total extended care facilitf'
benefits were estimated at about $30 million during the first full
year (0.16 day per enrollee times $11.26 per day times about 1615
million insured people). It was then assumed that hospital benefit
costs could be reduced by some portion of the $20 million extended
care facility benefit costs “in anticipation that the inclusion of these
benefits would Teduce hospital utilization”’-—the net cost of the ex-
tended care facility benefit was estimated at about $25 million. (1965
House hearings, p. 438.)

It is interesting to note that the insurance industry disagreed
sharply with these assumptions in 1965. Specifically, they felt that
the utilization rate would average 1.01 days per year per enrollee in
1967—more than six times the rate assumed in the actuarial esti-
mates—and that they would rise to an ultimate level of 1.66 days
per year. The industry stated that their projected utilization rates
were based on experience “under plans with a very tight definition
of extended care }acility and with & requirement of at least 5 duys
of prior hospitalization * * *. Passage of H.R. 1 will cause benefi-
ciaries now insured for posthospital extended care benefits to drop
this protection. If the program is then administered so tightly that
their present actual utilization rate of 1.01 days is cut to 0.16 day,
these beneficiaries will have lost valuable protection. Furthermore,
the heavy outlay for nursing home care under medical assistance for
the aged (the Kerr-Mills program) will scarcely be reduced if H.R. 1
is so tightly administered.”” (1965 House hearings, p. 440.) The
insurance industry based its daily extended care facility costs on a
rate of $12.60 per day in 1967, increasing 4 percent per year until
1978 and 3 percent annually thereafter. Thus, the industry estimated
a 1967 cost of $210 million for extended care facility benefits for in-
sured persons (1.01 days per enrollee times $12.60 per day times about
1614 million enrollees). The insurance industry did not agree that
hospital benefit costs would be reduced because of the provision of
extended care facility benefits; on the contrary, they asserted that
the requirement of prior hospitalization would “so increase hospital
admissions as to offset any such savings.”

The medicare law actually enacted provided 100 rather than 60 days
of care in an extended care facility, required at least 3 days of prior
hospitalization, and (unlike the administration bill) required the
beneficiary to pay a portion of the cost after the 20th day. Because
of the general uncertainties of estimating the cost of this new type of
benefit, the first-year (1967) costs were estimated by Social Security to
range between $25 and $50 million. Though ECF costs were not sep-
arated from hospital costs in the actuarial estimates, it was assumed
that the ECF costs over the long run would represent about 4 percent
of hospital costs.

Experience under the program soon began to show that the insur-
ance industry’s utilization rate estimate was quite accurate: enrollees
averaged 1 day per year in extended care facilities. The principal
reason was that the major actuarial assumption, that a tight definition
of extended care facility benefits would be adhered to, proved false.
Literally thousands more beds were certified under the medicare pro-
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gram than the actuary had assumed. By the middle of the first year,
more than 4,000 nursing homes had been certified as extended care
facilities under medicare—about a thousand of them on a ‘“temporary’’
basis becau:e they could not meet medicare standards.

In view of this unanticipated development, the actuarial estimates
of ECF benefit costs were completely revised in 1967. Based on ex-

erience in the first quarter of the calendar year, 1967 costs for both
insured and non-insured persons were estimated at $Z75 million. This
figure was increased in subsequent years by the sam® percentages as
hospital daily costs were assumed to go up. It was assumed that any
increased utilization of extended care facilities would be offset by
roughly equal savings in hospital costs.

In response to a question by Senator Anderson in the course of the
Finance Committee’s hearing on the 1967 Social Security Amend-
ments, the Chief Actuary of the Social Security Administration stated:

“At least part of the reason for the underestimate of first-year
costs arose from the fact that far more qualifying ECF beds were
available than I had estimated. It is still far too early to judge the
extent to which the availability of this larger number of ECF beds
has decreased hospital utilization over what it otherwise would
have been—and it may well never be possible to make such a
determination. In my opinion, it is highly desirable to make a
thorough medical study of ECF utilization—as is now being
done—-so as to determine what it should properly be.” (1967
Senate hearings, pp. 358-359.)

The actual 1967 average daily ECF costs of $18.16 were far higher
than either the original actuarial estimate of $11.27 or the insurance
industry’s estimate of $12.60—both based on then recent experience.

As actual program experience became available, the actuary was
forced to revise his estimates completely again in late 1968; his new
assumptions are incorporated in the 1969 trustees’ report.

The most striking basic change was the actuary’s rejection of his
original assumption (based on congressional intent) that the hospital
costs could be specifically reduced by some amount because of bene-
ficiary--utilization of extended care facilities. The January 1969
actudrial estimates simply dealt with hospital costs and ECIY“ costs
segarately. Starting with the 1967 actual experience of average daily
ECF costs of $18.16, the estimates assumed a 12-percent increase in
1968, a 10-percent increase in 1969, an 8.7-percent increase in 1970,
pmlig(;i;ninis hing increases leveling off at 3.5 percent annually beginning
in .

The 1967 utilization rate of 1 day per year per enrollee was in-
creased 13 percent in 1968, 14 percent in 1969, 13 percent in 1970,
and by diminishing amounts until 1976, after which no increase in
the utilization rate was assumed (by that date, the rate would have
reached 2.22 days per year, 122 percent more than the 1967 rate).
Based on actual experience, the actuarial estimates assumed that
insured persons will pay 17.2 percent of the total covered charges
as their coinsurance.

Thus in 1970, the estimates assumed incurred costs of about $590
million (1.46 days per enrollee times $24.35 per day times about 20

illion enrollees equals $710 million, from which should be subtracted

2-percent representing the coinsurance paid by the beneficiaries).
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Recent actions to establish controls on utilization of extended
care benefits permitted the actuary in September 1969 to reduce
slightly the utilization rate increases he had projected in January of
that year.

Home Health Services Utilization Much Higher Than Anticipated

In the absence of adequate information, the actuarial estimates
in both 1965 and 1967 assumed a first-year cost of about 50 cents
Ker eligible person for posthospital home health services under the

ospital insurance program. This represented a $10 million cost in
1967. It was assumed that home health services would result in some
hospitalization cost savings. -

Actual costs in 1967 were about 214 times that figure, and the 1969
revised actuarial estimates start with a base cost figure of $1.30 per en-
rollee for 1967. Both per capita costg.and utilization rates are assumed
to increase by the same percentages as extended care facility utiliza-
tion and daily costs are projecte(% to rise. At these rates of increase,
the per capita cost of home health services will jump from $1.30 in
1967 to $1.83 in 1970, and to $2.39 by 1975.

Supplementary Medical Insurance (Part B)

The financing of the supplementary medical insurance program
is different from that for tge cash benefit and hospital insurance
rograms in saveral fundamental respects. First, the premium rate
ot any period is required by law to be set at such an amount that
income from premiums and Government matching contributions
accrued in the period is estimated to be sufficient to cover the benefit
payments and processing costs related to all services furnished during
that period. In this way, those enrolled in the program during any
perioé for which a particular premium rate is applicable will, as a
group, pay for half the cost of the services that they as a group receive
during that period. Thus costs are measured on an accrued (incurred)
basis when the services are provided, rather than on a cash basis, when
the services are paid for.

Second, the financing of the program is set only for short periods
into the future, so that there is no need for long-term projections of
the experience of the pro%ram. (The premium rate for each fiscal year
period is promulgated before the January 1 that marks the beginning
of such year.) Further, there is no natural accumulation of an excess
of income over disbursements as the covered population matures.
Consequently, there is greater urgency that the cash income exceed
the cash disbursements in the period for which the experience is
projected (although the natural lag in the payment of benefits results
in a cash balance which provides some margin) to assure enough assets
on hand at any time to pay benefits should the premium prove
inadequate by a small margin. .

Rising Physician Fees .

Over 90 percent of the benefit payments under supplementary
medical insurance are for physicians’ services, and it is largely on the
basis of these services that the actuarial estimates of the cost of the
program have been made. Under the law, tbe beneficiary must an-
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nually pay the first $50 toward the cost of covered services, plus 20
percent of additional costs.

In the 10 years between 1956 and 1965, physicians’ fees rose an
average of 3 percent annually. Accordingly, the 1965 actuarial esti-
mates assumed a continuation of this rate of increase. It was estimated
that benefit payments plus administrative expenses for the first year
and a half of the program would total slightly less than $6 per month
per enrollee (half of which was to be paid by the enrollee).

In actual experience, the $6 estimate proved insufficient in 1966-67.
Thus in setting the new premium rate to begin in 1968, it was
necessary both to pay for the full costs incurred during the 15-month
period the new premium would be in effect and also to make up to
some extent for the deficit incurred while the $3 premium was in effect.

However, physicians’ fees between June 1965 and June 1967
actually rose at an annual rate of 6.5 percent per year compared to the
3 percent averge rate of the previous 10 years which had been used
in the 1965 actuarial estimates. In setting the premium which was to
go into effect in April 1968, a new assumption was made that physi-
cians’ fees would rise at the rate of 5 percent per year between J{Iy
1967 and July 1969, and by 3 percent per year thereafter. Of course,
these percentages were with respect to the rate of rise in charges by
physicians to the total population and not on the basis of charges to
the 65 and over population. Conceivably, the rate of rise in physicians’
c{lmrges to older patients was higher than the overall increase in
charges.

The long term trend of increasing use of physician services per capita
has amounted to somewhat less than 1 percent per year; the actuarial
estimates used in setting the new 1968 premium assumed an increase
in utilization of 2 percent per year between July 1967 and July 1969
and of 1 percent per year thereafter. As a result of these estimates,
the new premium rate was set at $4 per month beginning April 1968.

In late 1968, new actuarial estimates were made to determine the
premium to be assessed between July 1969 and June 1970. Unfortu-
nately, there was still little information available on incurred costs
except for the first 6 months of the program (July-December 1966).
Based on the estimated accrued costs, %\owever, the supplementary
medical insurance proiram had operated at a deficit during each of its
first 3 years: a $15 million deficit in 1966; $109 million deficit in 1967,
and $31 million deficit in 1968, for an accumulated deficit of $155
million by the end of 1968. Since there was & substantial deluy in the
submission and payment of bills the Supplementary Medical Insurance
Trust Fund on a cash basis had $421 million at the end of 1968.

Between June 1967 and June 1968, physicians’ fees rose 5.5 percent
(compared with the 5 percent increase previously estimated). ’IPhe late
1968 actuarial estimate assumed that physicians’ fees would increase 5
percent in 1969, 4.5 percent in 1970, and 3.5 percent in 1971. It was
assumed in 1968 that utilization of services would increase 2 percent
in 1968 and 1969 and 114 percent per year thereafter (compared with
the earlier estimate of 1 percent per year after 1969). Based on these
assumptions, it was projected that the program would cost an average
of about $106 per year per enrollee, requiring a $4.40 monthly pre-
mium from each insured person. Despite the actuarial estimates, the
Secretary of HEW retained the premium at a $4 level on the assump-
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tion that either (1) there would be no increase in physician fees or
utilization of services between July 1969 and June 1970, or (2) re-
imbursement would much more often than in the past be based on
less than the full charge. Under the actuarial estimates, a $4 premium
would result in abcut a $180 million deficit on an accrued basis in
fiscal year 1970.

The Secretary of HEW announced in December 1969, that the
monthly part B premium rate will be increased, as of July 1, 1970,
to $5.30. This increase will require additional annual premiums frcm
Federal general funds and the elderly totalling about $600 million.

Unanticipated Increase in Administrative Costs

Though only a relatively small proportion of the total cost of the
medicare {)mfgmm, administrative costs have been subject to the
same problem of unanticipated increases as have the benefit payments.

The President’s budget for fiscal year 1968, for example, anticipated
a need of $44 million for part A intermediaries (insurance companies
and Blue Cross plans that handle hospital insurance claims) and
$66.2 million for part B carriers (insurance companies and Blue
Shield plans that handle supplementary medical insurance claims)
a total of $110.2 million. These funds soon proved insufficient, and
when a special $25 million contingency fund was also exhausted, a
supplemental appropriation was sought. The actual fiscal 1968 budget
was $55.3 million for part A intermediaries (26 percent more than the
original estimate) and $88.2 million for part B carriers (48 percent
more than the original estimate), a total of $153.5 million.

In fiscal year 1969, the story was much the same. The President’s
budget incKlded $60.8 million for part A intermediaries and $89
million for part B carriers, a total of $149.8 million. As in fiscal year
1968, use of a special $25 million contingency fund was necessary.
Again, this was not enough. A $16.5 million supplemental appropria-
tion was sought, and was approved by the Igouse. In the Senate,

- another $4.7 million was added to this amount because the Depart-
ment of Health, Education, and Welfare determined that a further
additional amount was needed. The actual cost was $76.0 million for
part A intermediaries (26 percent more than the original estimate)
and $117.4 million for part B carriers (32 percent more than the
original estimate), a total of $193.4 million.




CHAPTER TWO
FISCAL IMPACT OF MEDICAID

Legislative Developments Before Medicaid

Federal participation in the cost of providing medical care to needy
ersons began when the Federal Emergency Relief Administration
tween 1933 and 1935 made available to the States funds to pay the
medical expenses of the needy unemployed. The Social Security Act of
1935 set up the public assistance programs and, while no special pro-
vision was made for medical assistance, the Federal Government paid a
share of the monthly assistance payments, which could be used to meet
the cost of medical care. However, the payment was made to the
assistance recipient rather than to the provider of medical care.

It was in 1950 that Congress first authorized “vendor payments”
for medical care—payments from the welfare agency directly to phy-
sicians, health care institutions, and other providers of medical services.
Federal .sharing was liberalized in subsequent amendments, and by
1960 four-fifths of the States made provision for medical vendor pay-
ments. In 1951, vendor anments for medical care totaled slightly more
than $100 million ; by the end of the decade, they had increased to over
one-half billion dollars. More than half of the total was spent under
Old Age Assistance.

A new category of assistance recipient was established by Congress
in 1960: the “medically needy” aged, whose incomes were greater
than that which would have qualified them for cash assistance pay-
ments, but who needed help in meeting the costs of medical care. The
Federal Government would pay from 50 to 80 percent of the cost of
Medical Assistance for the Aged, established under the new Kerr-Mills
Act, and provision was made for liberalized Federal sharing in vendor
pagments for medical care under Old-Age Assistance.

etween 1960 and 1965, total medical vendor payments more than
doubled, from about $15 billion to $1.3 billion. Increases in vendor pay-
ments under Old-Age Assistance and the new Kerr-Mills program
accounted for almost all of the increase.

Enactment of Medicaid

In 1965, a new medical assistance (medicaid) program was enacted
as a part of the Social Security Amendments of 1965 (which also in-
cluded medicare). The medicaid program had these features:

(1) It substituted a single program of medical assistance for the
vendor payments under the categorical cash assistance and Medical
Assistance for the Aged programs, with a requirement that beginning
in January 1970 Federal sharing in vendor payments would be pro-
vided only under the medicaid program ;

(41)
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(2) It offered all States a higher rate of Federal matching for
vendor payments for medical care;

(3) It required each State to cover all persons receiving or eligible
to receive cash assistance;

(4) It permitted States to include medically needy blind, disabled,
and dependent children and their families (as well as the medically
needy aged) at the option of the State; and

(5) It required that States include inpatient and outpatient hos-

ital services, other laboratory and X-ray services, skil\ed nursing
ome services, and physicians’ services, and permitted other forms of
health care at State option.

Six States began operation of their medicaid programs in Januar
1966, the earliest possible date. ("alifornia began its program in March
1966, with New York initiating medicaid in May. By the end of 1966,
26 States had plans in operation. Another 11 began their medicaid
programs during 1967. As of January 1, 1970, all States, with the ex-
ception of Alaska and Arizona had medicaid programs in operation
or expected to commence shortly.,

Early Fiscal Impact of the Medicaid Program

The Department of Health, Education, and Welfare had estimated
at the time Congress was considering the legislation that the Medicaid
program would cost the Federal Government an additional $238 mil-
lion in its first full year of operation. In fact, the Federal share of
vendor payments for calendar year 1966 was precisely $238 million
more than in calendar ycar 1965—but only six States had programs in
operation during the full year.

Thus it soon became clear that the medicaid program would be more
expensive than originally contemplated. But just how much more
expensive it would be was not known until later.

In January 1967, the President’s budget predicted that 48 States
would have medicaid programs in operation by July 1, 1968, and that
total payments would be $2.25 billion in fiscal year 1968. By January
1968—midway through the fiscal year—only 37 States had medicaid
programs in operation, but the vendor payment cost estimate for fiscal
year 1968 had risen to $3.41 billion. .ctual expenditures, with 37 States
having medicaid programs, were $3.54 billion.

Congressional Action

Congressional concern over rapidly rising medicaid costs led to leg-
islative action in 1967. (House Committee action in 1966 had come too
late in the session for floor action). The House chose as its basic method
of cost control limiting the definition of “medically needy” (for pur-
poses of Federal matching) to persons whose income did not exceed
13314 percent of the maximum payments for similar size families un-.
der programs of Aid to Families with Dependent Children. The Com-
mittee on Finance recommended and the Senate approved an alterna-
tive to the House approach which would have provided a substantially
lower Federal matching percentage for the medically needy than for
persons receiving cash assistance payments. The House provision was
accepted in conference and became law,
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In December 1967, the House and Senate Conferees were told by the
Department of Health, Education, snd Welfare that Fec.eral Medicaid
costs would totai $1.9 billion in fiscal year 1969 and $3.1 billion by
fiscal year 1972, if there were no change in the law. The restrictions in
the 1967 Amendments, the Conferees were told, would reduce these
estimates to $1.6 billion in 1969 and $1.7 billion in 1972,

Scarcely a month later, members of the Finance Committee were
surprised to learn that the President’s budget included $2.1 billion in
Federal funds for medicaid in fiscal year 1969—$200 million more than
had been previously estimated without changing the law, and one-half
billion dollars more than the estimate with the 1967 amendment. Fiscal
year 1969 Federal costs totaled $2.3 billion—almost 5 percent more for
that year than the estimate of the Department of Health, Education,
and Welfare in December 1967.

Congressional concern with the operation of the medicaid program
continued in 1969. The Department of Health, Education,and Welfare,
through an erroneous interpretation of the statute, was forbidding the
States from reducing the scope of their medicaid programs as a fiscal
response to the sharply rising costs of health care. A Finance Commit-
tee amendment (sponsored by Senators Anderson and Gore) was ap-
proved by the Senate and enacted by the Congress to correct this situa-
tion and allow the States to make orderly retrenchment in their
medicaid programs, provided the modifications were not undertaken
for the purpose of enabling larger payments to be made to providers
of services still covered by the plan and provided cost control programs
were implemented by the States.

This amendment also suspended for 2 years the July 1, 1975 goal of
comprehensive medicaid programs. The Department of Health, Edu-
caion, and Welfare had insisted that the States constantly move to-
ward higher and higher levels of medicaid care and coverage.

“With a view toward furnishing by July 1, 1975, comprehensive
care and services to substantially all individuals who meet the
plan’s eligibility standards with respect to income and resources,
including services to cnable such iiidividuals to attain or retain
independence or self-care” (sec. 1903 (e), Social Security Act).

The committee felt that with the cost of health care rising so sharply
and with many States in financial difficulty because of their medicaid
programs, it would be preferable to reassess the July 1975 goal in con-
nection with an overall review of medicare and medicaid following
completion of the staff’s study of these programs. With that thought
in mind the July 1, 1975 date in section 1903 (e) of the Social Security
Act wasmoved to July 1,1977.

Current Outlook

The fiscal 1970 budget submitted in January 1969 estimated Federal
medicaid costs at $3.1 billion. As part of its April budget review, the
new Administration proposed reductions of $141 million through ad-
ministrative actions. Another $238 million reduction in medicaid ap-
propriations results from States re-estimates; but about half of this
total simply represents a shifting of costs for nursing home care from
medicaid to the new intermediate care facility program under Old Age
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Assistance. Thus it is unlikely that the estimate of Federal costs will
be reduced by more than one-quarter billion dollars—if indeed the
Administration is successful in cutting costs and the State re-estimates

are correct.
Fiscal Impact of Medicaid on the States

Increasing Medicaid costs have had a particularly severe fiscal im-

act on the States. Welfare costs typically constitute one of the largest
items in the State budget, and vendor payments for medical care have
represented an increasing share of welfare costs. In fiscal year 1965,
just before medicaid’s enactment, medical assistance represented 25%
of total Federal, State and local welfare costs (excluding administra-
tive costs). Qver a four-year period, this percentage has risen to 41%.
Looking at State and local funds only, medical vendor payments have
risen over the four-year period from less than one-third to almost one-
half of welfare expenditures (excluding costs of administration). In
absolute dollar terms, the rise has been precipitous: from $764 million
in State and local funds for medical vendor payments in fiscal year
1965 to an estimated $1,896 million in fiscal year 1968—a 150% increase
within four years.

A cﬁlestionnaire prepared by the staff was sent each Governor ask-
ing whether current medicaid estimates were greater than earlier pro-
jected costs for the same years. About half of the States whose
medicaid programs were initiated in 1966 or 1967 responded that
medicaid costs are exceeding earlier projections. In a few States, the
costs are not exceeding earlier estimates only because the program has
been cut back to fit within appropriation ceilings.

The questionnaire also asked whether medicaid cost increases had
forced the State to increase taxes, reduce other State programs, or take
other action. One-third of the States initiating a medicaid program in
1966 or 1967 have raised State taxes at least in part due to medicaid
costs; a number of Governors stated that the tax increases in their
States could be directly linked to greater-than-anticipated medicaid
costs. Several (Fovernors attributed either cutbacks in other State pro-
grams or curtailment of growth in other programs directly to increased
medicaid costs,

One-third of the States that initiated medicaid programs in 1966 or
1967 have instituted or are planning to institute cutbacks in the scope or
coverage of their medicaid programs as a result of cost increases.



CHAPTER THREE

REIMBURSEMENT OF INSTITUTIONS PROVIDING
MEDICAL CARE

Background: Congressional Concern and Lack of Data

Section 1814(b) of the Social Security Act requires that payment
for covered services (under either part A or part B) provided by
hospitass, extended care facilities, and home health agencies be made on
the basis of ‘“‘reasonable cost.” The term ‘‘reasonable cost” is defined
under section 1861(v) of the act. This latter section sets out general

uidelines for the Secretary of Health, Education, and Welfare to
ollow in issuing the detailed regulations governing reasonable cost
reimbursement.

The Committee on Finance held an executive hearing in May 1966
on several issues arising from the proposed HEW regulations on
reimbursement. Some of the issués raised in those hearings are still
unresolved and are discussed below along with issues which arose
subsequently.

The Congress, and the Finance Committee in particular, wanted to
review the whole question of reimbursement again in 1967 at the time
it considered the 1967 social security amendments. However, the
Department of Health, Education, and Welfare urged a delay since
the basic date needed to make proper evaluation of the effect of the
reimbursement regulations were not yet available.

The Senate approved an amendment in 1967 which would have

iven a provider of services under the medicare program the option of
ing paid on a per diem basis for inpatient services. Although the
Senate receded on the amendment in conference, the Conference Re-
port noted that it was the understanding of the conferees for both
the House and the Senate that the action was not to be taken as a
final decision respecting the issues surrounding reimbursement. of pro-
viders of services. Rather, it was the sense of the conferees that de-
cisions on these issues should not be made until the actual costs
incurred under the program had been finally determined. The Depart-
ment of Health, Education, and Welfare was directed to furnish such
costs data to the respective committees as soon as it was available.
Unfortunately the committees have not as yet, more than 2 years after
that conference, received those data. The staff did ask (in 1969) for
the information but was advised that it was not compiled; that the
Social Security Administration has “available for tabulation the first
1,400 audited cost reports for short term hospitals.” This, however,
represents only 22 percent of the 6,400 participating short-term hos-
K/i{tals for the first cost reporting periods. And, Commissioner Robert

. Ball stated that there is no assurance that those first 1,400 reports
are representative of the total. Thus, after more than 3 full years of

(46)



46

operations under the program, data adequate to assess existing cost
reimbursement regulations are still not available. While the staff was
informed that 93 percent of the cost reports ‘‘are in the processing
pipeline,” it is not indicated when the process will be complete.

he staff did review an analysis based on data gathered by the
American Hospital Association! which indicate that in general
the financial position of hospitals—the excess of their revenues over
expenditures—improved during the first 18 months of medicare. The
small and medium-sized hospitals, which have the largest proportions
of aged patients, showed the greatest improvement in their financial
positions.

The American Hospital Association has for many years reported
total revenues and total expenditures data in the annual Guide Issue
of its publication “Hospitals.” However, in 1969, while continuing
to include data on hospital costs, it stopped reporting the comparable
amounts of hospital revenues.

Comprehensive assessment of the financial status of hospitals in
light of the medicare reimbursement formula and related regulations
will have to await more complete data than are now available in
usable form. However, extensive discussion with representatives of
hospitals and extended care facilities, as well as with Bureau of
Health Insurance personnel, indicates consensus concerning a need
for ultimate revisions—liberalizing and restricting—in both reim-
bursement procedures and the formula itself.

Making “Reasonable Cost” More Reasonable

The basic direction in any changes will presumably be toward more
equitable reimbursement—from the stan({) oint of both Government
and providers—coupled with simplified an(f) coordinated cost reporting
requirements.

here are a number of particular areas where medicare reimburse-
ment miﬁht be moudified in the interest of equity. For example, where
a given hospital can demonstrate that it provides more nursing care
to older patients and incurs greater costs thereby, the additional
expense incurred by that hospital should be recognized and appro-
priately reimbursed. Similarly, where a particular institution makes
a satisfactory showing that cleiical or other personnel regularly
spend a disproportionate amount of their working time in servicing
records or patients under the medicare program, in contrast to other
patients in the same facility, that disproportion (assuming it does not
result from inefficiency) should be acknowledged in calculating reim-
bursement to that institution.

Blanket recognition of reimbursement factors such as increased
nursing and clerical time should be avoided. In December, 1969, the
Social Security Administration announced that it would allow all
hospitals an additional 8% percent above the amounts previously
payable for nursing costs. guch factors will vary—in some cases
substantially—from institution to institution. Recognizing that it
might be difficult and costly to undertake institution-by-institution
studies, nonetheless, differentiation by size and type of facility in a

1 “Financial Position of Hospitals in the Early Medicare Period,” Feldstein and Wald-
man, Social Security Bulletin, October 1968.
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given arca should be feasible. However, it would be illogical to include
a nursing-time “‘plus factor” for institutions which do not fully meet
the conditions of medicare participation—particularly those with
staffing deficiencies. Of course, if a greater proportion of nursing time
costs is allowed for the over-65 population (medicare) then obviously
a reduced proportion would be allocable to the under-65 population
(medicaid).
Keeping Down the Cost of Determining Costs
Cost-finding and auditing have proved highly expensive under-
takings in the medicare program as well as being a source of much
friction. The legislative history indicates congressional concern that
proper cost-accounting be required not only for proper determinations
of payment but also as desirable and necessary adjuncts of good
management. The staff does not believe, however, that the Congress
intended accounting and audit “overkill” in pursuit of those objectives.
The Bureau of Health Insurance should be encouraged in its efforts
to revise procedures so as to avoid requiring what in essence amounts
to duplicate cost-finding on the part of hospitals. To the extent
ossible, costs data developed for other third-party payors such as
lue Cross, as well as other accounting data prepure(y in the course
of an institution’s routine operation, should, wherever feasible, and
subject to audit, be coordinated with medicare accounting require-
ments so that one set of records and one audit may suffice. Addi-
tionally, less extensive and simpler costs data might be required of
smaller institutions than larger ones. The latter suggestion is not
made simply because of the greater difficulty in providing data which
is encountered in smaller facilities but also because the ratio of
accounting and audit costs to benefit costs can become dispropro-
tionate in those cases.

Reducing Expensive Delays in Final Settlement

Among the problems which have arisen in medicare reimbursement
are the inordinate delays in final financial settlement with partici-
pating medicare facilities and arbitrary interim payment procedres,
which occasionally result in either overgenerous or inadequate pay-
ments. In other cases, hospitals and extended care facilities have
complained of extensive delays in securing payments from inter-
mediaries.

So as to encourage prompt payment and settlement as well as
realistic rates of interim reimbursement, the staff suggests: (a) that
the Government pay interest on any amounts due to an institution
which are unpaid more than 60 or 90 days after the institution has
groperl submitted adequate data upon which final settlement may

e made following the close of its cost-reporting period; (b) that a
similar rate of interest be payable to the program by the institution
(and considered a nonreimbursable expense) on the average interim
overpayment, allowing for reasonable variation during the cost re-
porting period, and continuing until the submission of proper costs
data to the intermediary for such period.

Incentive Reimbursemcnt Instead of Cost-Plus Reimbursement

- The pursuit of cquitable reimbursement as a worthwhile goal
would not, we believe, be served by any cost-plus method of payment,
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except where the ‘“plus” factor was related, on an incentive basis,
to economical performance.

The stafl has expressed concern about cost-plus reimbursement ever
since it was first proposed for medicare by the Sociil Security Ad-
ministration in the spring of 1966. The committee will recall the
1966 report submitted to it on this subject and the executive hearing
on the proposed reimbursement formula which it held in May 1966. As
one Governor put it in response to the staff questionnaire, that type of
reimbursement ‘“* * * contains no incentives whatsoever for good
management and almost begs for poor management.” That comment
is predicated upon the fact that under cost-plus reimbursement, the
higher a facility’s costs—the greater its bonus.

he National Governors’ Conference and the Advisory Commission
on Intergovernmental Relations have also formally criticized the
cost-plus medicare and medicaid reimbursement formula.

Two-Percent Bonus Counter to Needed Planning Efforts

The 2-percent bonus on top of accounted-for costs was added to
medicare reimbursement by hEW regulation in 1966; it was sub-
sequently removed by HEW regulation in 1969. The bonus had been
rationalized as a “growth” factor by hospitals and by Social Security
as an allowance for costs actually incurred but unidentifiable due to
problems in cost-finding during the initial stages of medicare. Either
way, the bonus was not justiﬁa%le, in our opinion.

ossibly, the Federal Government, along with all purchasers of
hospital care should help meet certain identified and approved capital
needs of nonprofit hospitals where such needs cannot otherwise be met
through depreciation allowances, contributions, regular borrowings,
existing Federal programs, etc. But any significant capital improve-
ment financed in whole or part by the Federal Government should be
contingent upon approval of an appropriate community or State
ﬁlanning body broadly representative of all of the various types of
ealth care and services. A broadly representative and qualified plan-
ning group would avoid the pitfall encountered in the Hill-Burton
program, of determining hospital and nursing home bed needs without
allowance for reduced bed needs through greater development and
emphasis upon alternative out-patient services. The review agency, of
course, should not be dominated by any single type of facility or ser-
vice. Specifically, hospitals should not control the planning and ap-
Kroval mechanism. Decisions to approve capital expenditures should
e made only after thorough censideration has been given to existing
and alternative health care resources already available or approved in
a given community or medical service area. Simply stated, the capital
expenditure should be necessary in the context of the priorities for
meeting overall community neegrs.

The October 1969 issue of Hospital Trustee, a publication of the
American Hospital Association, contains some pertinent comments
relative to the need for proper planning in an article entitled “Needed
. . . New Approaches to Providing Nursing Home Care.” The article
was written ll))y William S. McNary, for many years president of the
Michigan Blue Cross plan, and presently executive director of the
Grettiter Detroit Area Hospital Council, Inc. In the piece, Mr. McNary
noted:
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“Many believe that there is an urgent need for more acute
care hospital beds. T happen to agree with Odin Anderson,
Ph. D., professor and associate director of the University of
Chicago Center for Health Administration Studies, who holds
that the 740,000 general hospital beds we now have are suf-
ficient and that the resultant bed-population ratio should be
maintained, not increased. Anderson says that hospitals cur-
rently are adding 20,000 beds annually against a need for
only 11,000. If they build those 9,000 extra beds every year,
today’s construction arithmetic shows that hospitals will be
wasting $300 million a_year in capital investment. These 9,000
surplus beds, in turn, will call for the expenditure of perhaps
$200 million a year in operating expenses—a situation that
will be even more wasteful than the capital expenditure be-
cause it will make scirce'Yanpower even searcer and more
costly. If hospitals remain silent and permit the purchase of
these unneeded general hospital beds, d)le blame for this waste
of money can largely be laid at their door. They must, instead,
propose, plan, and produce a thrifty alternative.”

Given the fantastically high and still-increasing costs of institutional
care it would not appear rational for the Federaf Government to pro-
vide & “growth” factor related only to the costs of providing care in
health care institutions. That policy only encourages duplication, over-
lapping, and unnecessary expansion of facilities and services. Basically,
what is needed is a means o} differentiating between justifiable capital
requirements in one institution and unjustified demands for capital
contribution by another facility. A rigid cost-plus formula does not
make that kind of vital distinction. For example, under the formula in
effect until July 1, 1969, the newest hospital generated the greatest
amount of depreciation and received 2 perceni of that depreciation
expense as a ‘“‘growth” factor. Yet an older facility, with far greater
and justifiable capital needs, might have received minimal depreciation
reimbursement coupled with a much smaller 2-percent bonus pay-
ment,
Leginlative Proposal Designed To Control Costs

Legislation already before the committee (S. 1195) contains provi-
sions designed to provide a basis for moderate and reasonable controls
on dpayments to hospitals and extended care facilities under medicare
and medicaid. First, medicare would not pay more on a costs basis than
the institutio:\’s customary charges to the general public for the same
services. Thus, if the medicare formula developed costs of $80 a day
and the hospital’s charges were only $75, payment would be limited to
the latter amount. Second, no payments would be made under medi-
care to the extent that a hospital’s average per diem operating costs
(noncapital expenses) under the medicare formula exceed those of the
revious year by more than the annual percentage increase in the

ledical Care Price Index for that geographic or metropolitan area.
The Secretary of HEW could allow full payment, despite the limita-
tion, in certain unusual and atypical cost increasing situations such
as where a hospital assumes additional responsibilities as a teachin
institution, which it had not previously carried. Third, medicare an
medicaid would not reimburse any costs associated with a capital
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expenditure of $100,000 or more for plant or equipment (except routine
replacement of equipment) where the expenditure was specifically
disapproved by a State’s “partnership for health” agency or other
appropriate and qualified planning agencies designated by a Governor.
Rules such as these appear to provide far more orderly cost-control
mechanisms and assurances than those now employed.

Additionally, consideration might be given to [imiting reimburse-
ment for care provided in a given institution 1o not more than a
reasonable difference above the costs for comparable care and services
in a similar institution in the same area. Of course, any such excess
amounts not paid by the program or the beneficiary should not be
picked up later as a reimbursable bad debt or recognized for matching
purposes under medicaid.

Reimbursement of Hospital “Reasonable Costs” Under
Medicaid

In their efforts to control the hospital segment of medicaid costs,
States have been confronted with a barrier erected by the Department
of Health, Education, and Welfare, based upon the Department’s in-
terpretation of the provision concerning reimbursement of hospitals
under title 19 (medicaid) of the Social Security Act.

Under title 19, States are required to reimburse hospitals on the
basis of “reasonable costs.” No further discussion of that requirement
appears in the title. Under title 18 (medicare) where ‘reasonable
costs” peyment to hospitals is mandated, there are extensive clarifying
Q/Il‘ovisions as well as substantial discussion in the committee reports.
Most important, however, is the fact that neither in the statute nor
contemporaneous committee reports are any cross-references found
requiring that hospital reimbursement under title 19 be identical to
that under title 18.

The staff believes that it was the intent of the Congress that, as
with many other welfare requirements, States would be permitted to
define “‘reasonable costs”” within general guidelines established by the
Secretary of Health, Education, and Welfare. The medicare pattern
of reimbursement—even its specific formula—could fall within those

uidelines, but States would not be restricted to the medicare formula.

atitude in defining those costs would be afforded cach State and the
State’s definition would be subject to the approval of the Secretary.
This understanding seems reasonable in view of the differences between
medicaid and medicare in terms of the ages of the populations assisted,
sources of financing, and primary administrative responsibility. As it
is, States are theoretically not permitted to depart from the medicare
formula in paying hospitals under medicaid. However, at least one
State, Connecticut, has challenged the Department. Connecticut main-
tains it now pays hospitals their full “reasonable costs” and that it
would cost the State $4 to $5 millicn more annually if they had to pay
under the medicare formula.

The staff questionnaire to Governors included the following
question:

“Medicaid regulations require States to reimburse hospitals
under medicaid on the same basis as they are reimbursed under
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medicare. Does this reimbursement requirement impose any
burden on your State? Please explain.”

Responses included negative answers from 11 States: Colorado,
Iowa, Maine, Michigan, Montana, Nebraska, New Hampshire,
North Carolina, South Dakota, Tennessee, and Vermont.

- “Yes"” replies were received from 26 States: Arkansas, California,

Connecticut, Delaware, Georgia, Hawaii, Idaho, Kentucky, Louisiana,
Massachusetts, Minnesota, Missouri, Nevada, New York, Ohio,
Oklahoma, Oregon, Pennsylvania, Rhode Island, South Carolina,
Texas, Virginia, Washington, West Virginia, Wisconsin, and Wyoming.

Arkansas: “* * * ye expect that reimbursement of hospitals under
title XVIIT and title XIX on a full cost basis will create economic
incentives for price inflation of hospital charges and every wasteful
practice implicit in such cost-plus reimbursement.”

Hawaii: “Under the principles of reimbursement, States are sub-
jected to payments exceeding 100 percent of the cost at times and
this method of reimbursement neither encourages provider
institutions to practice economy of operations nor insure high
quality care.”

Massachusetts: “Financially, the payment of full costs is in effect a
blank check to hospitals to meet any cost they may undertake.”

Nevada: “The medicare patterns of payment for hospitals, nursing
homes and doctor bills have most assuredly affected the cost of
other health programs in our State if for no other reason than
that the medicare patterns are inflationary in themselves.”

New York: “This cost-plus formula compells us to reimburse hos-
pitals for whatever costs they incur, regardless of the quality of
their management practices. This open-ended mode of reimburse-
ment contains no incentives whatever for hospitals to operate
efficiently. We have developed a reimbursement criteria that
would build in incentives to hold hospital costs down . .
we are not permitted to use them because of Federal reimburse-
ment requirements.”

Rhode Island: “* * * because of the two percent (2 percent) incen-
tive and depreciation allowance the State in most cases pays over
one hundred percent (100 percent) of charges at the time of final
adjustment. This leads us to believe that we are paying more for
the recipients of the program than the hospital woulg charge a
non-recipient."”

Washington: “During the year following implementation of the
RCC foy’mula, hospital per diem charges increased by about 40
percent.

Wyoming: “Reimbursement of hospitals under the medicare regula-
tions imposes two burdens, both of which are very costly. First,
cost of hospitalization increases when there is absolutely no
incentive for efficiency. Second, the administrative cost, both to
the hospital and to the agency, is extremely high and a complete
waste of public funds.” ;

The staff recommends that, with respect to the relationship between

payments under medicare and reimbursement of hospitals under
medicaid, congressional intent be clearly established.
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Other Issues in Institutional Reimbursement

The staff has identified several additional problems in institutional
cost reimbursement:
Paying for Empty Beds

Under the prosent cost reimbursement regulations it is possible for
a hospitul or extended care facility to be paid for the costs associated
with all of its empty beds as well as those beds occupied by medicare
beneficiaries. An illustration would be that of a 100-bed extended-
care facility with only 10 of its beds occupied, all with medicare
patients. In computing the costs of services rendered to the 10 medi-
care patients all of the costs arising from the empty beds can be paid
for by medicare. The quite predictable result can be daily reimbursable
costs approaching $100. Theoretically, a newly-opened extended care
facility could be assured of full reimbursement of all of its costs for
the entire facility if it admitted just one medicare patient on its first
day and that unreasonable rate of reimbursement would be available
indefinitely. The regulations as now written contain no provisions to
avoid such situations. Medicare makes investment virtually risk-free
where it bears full costs. Thus, institutions may be built more freely—
even where new or expanded bed capacity is not needed.

The staff recommends two changes in tﬁe reimbursement provisions
to meet this problem: (1) medicare should limit payment to the lesser
of costs or the published charges which a non-governmental institution
would make to a patient paying his own bill, (2) medicare’s share of
costs associated with empty beds in the facility might be limited to the
yroportion of beds with medicare patients to the total number-of beds.

or example, if medicare patients on the average occupied 10 percent
of the total beds during the cost reporting period medicare would pay
no more than 10 percent of the costs arising from the empty beds in
the facility. Alternatively, it might be possible to limit reimbursement
for empty beds on the basis of normal occupancy levels for comparable
institutions rather than actual occupancy in a particular facility.

Bad Debt Writeoff Can Undermine Cost-Sharing Principle

The deductible and copayment provisions of part A are intended as
cost-sharing devices so tglat the beneficiary will pay a portion of the
costs of his hospitalization (or extended care) and thereby reduce
medicare expenses. To the extent that hospitals and extended care
facilities cannot collect these payments from beneficiaries they are
chargeable as bad debts and paid to the hospitals and extended care
facilities by medicare.

Although the staff has received some information indicating that a
number o% institutions make virtually no effort at collection before the
cost is passed on to medicare, it has been unable to determine the
extent to which intermediaries are requiring that institutions make a

ennine effort to collect debts attributable to medicare beneficiaries
efore charging those debts to the program as uncollectible.

The present $52 deductible is expected to rise to $84 by 1974—
with commensurate increases in the other part A deductibles. As those
deductible amounts are moved upward, they will constitute an in-
creasingly significant cost. In that context then, it is important to
medicare’s finances that those amounts which can be collected are in
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fact recovered, rather than simply charged off to the program following
token effort at collection.

Reimbursement for bad-debts attributable to non-medicare patients
is not allowable under medicare. Yet, social security, despite concern
expressed to the agency by the General Accounting Office has autho-
rized medicare payment of a proportionate share of collection costs of
non-medicare bad debts. Suc{: collection is frequently undertaken by
independent collection agencies whose fees are %ased upon a percent-
age of the amount collected. Where such collection costs are recog-
nized, medicare, in effect, is paying for non-medicare bad debts. The
staff recommends termination of such payments.

Rapid Depreciation Allowances Can Lead to Bonanza

The liberal depreciation allowances payable under medicare—
including accelerated depreciation—ma, we{l serve as an incentive to
the sale and resale of proprietary facilities at inflated prices. The
objective in such situations would be to repeat the writeoff of the
facility and its equipment once again on the basis of accelerated
depreciation and thereby realize inordinately high and duplicative
cash payments from the Government.

This type of situation could occur where the owner of a property,
originally valued at $1 million for purposes of depreciation, sells it for
the same amount at the end of 5 years. Assuming a 20-year life on the
property, use of the sum-of-the-years digits method of calculating
depreciation would yield about 45 percent—or $450,000—in writeoffs
during the first 5 years. The new owner, following a brief peried of non-
participation and reentry into the program, may then proceed to take
accelerated depreciation on those same assets—valued at $1 million to
him. The property could change hands every few years with the
Government eventually paying several times more than the original
costs of the assets involved. ’

The acceptance of inflated cost bases and payment of liberal depre-
ciation on those amour.is may serve as incentives to wholesale entry by
firm after firm into the hospital and nursing home field and their
willingness to pay out-of-line prices (in stock and sometimes cash) for
established facilities. And, this situation is conducive to transforma-
tion of proprietary facilities into “nonprofit’”’ institutions with the
owners selling out at a high price to the nominal nonprofit organiza-
tion with payment of the purchase price to be made on an installment
}l;asis f;;)m the excess of revenues over expenses of the new ‘‘nonprofit’

ospital.

he staff would suggest, therefore, that appropriate regulations
be issued (and proper enforcement assured) providing for tightened
appraisal procedures in determining value for reimbursement purposes
when a facility changes ownership. In such appraisals, “good will’’
should not be recognized as an element of cost for reimbursement
purposes. Further, where a change in ownership occurs, depreciation
should be allowed only on a straight-line historical cost basis as is
presently the case under the tax laws.

The Comptroller General has been requested to provide the com-
mittee with a review and analysis of the current depreciation situation
in medicare. His report, expected to be available in March, 1970, will
include possible alternative methods of calculating and reimbursing for
depreciation expense, -



CHAPTER FOUR

TAX-EXEMPT STATUS OF COMMUNITY HOSPITALS
AND OBLIGATION TO PROVIDE CHARITABLE CARE

The staff belicves the committee’s attention should again be called
to the potential cost implications for medicare, medicaid, and other
public programs of Internal Revenue Service Ruling 69-545, an-
nounce(i on October 8, 1969. That ruling overturns earlier IRS
decisions that a hospital, in order to qualify for tax exemption under
section 501(c)(3) of the Internal Revenue Code must provide chari-
table or below-cost care to the extent of its financial ability.

The tax reform bill passed by the House of Representatives (H.R.
13270) also contained a provision which removed the charitable or
below-cost care requirement as a condition of tax exemption for
hospitals. Ruling 69--545 was issued subsequent to House passage of
the tax bill. On October 28, 1969, the Finance Committee deleted the
provision contained in the House bill, indicating that it desired to
consider the question in the context of medicare and medicaid. The
g)mmittee action was approved by the Senatc and accepted by the

ouse.

Prior to consideration of the House bill in the Senate, the Com-
mittee on Finance instructed the staff to summarize the various
provisions in the bill and to describe the major arguments for and
against the amendments contained in the bill. Insofar as this hospital
amendment was concerned, this “Summary of H.R. 13270, the Tax
Reform Act of 1969 (as passed by the House of Representatives),
August 18, 1969,” stated as follows:

11. Hospitals

Present law.—Hospitals qualify for exempt status and may receive deductible
charitable contributions as ‘“charitable” organizations.

Problem.—1It has been contended by some agents that hospitals (unlike educa-
tional organizations, churches, and others) must provide some significant amount
of charitable services on a no cost or loss basis in order to be exempt as ‘‘chari-
table” organizations.

House solution.—The bill provides that hospitals are to have the same status as
churches and educational institutions for pur%oses of tax cxemption, charitable
contributions, and a variety of other matters. The other requirements for exemp-
tion—no inurcment of profits to private individuals, operation and organization
exclusively for exempt purposes, no substantial legislative activities, and no politi-
cal electioneering activities—continue to apply to hospitals.

Argumenis For.—(1) These provisions arc necessary to climinate challenges to
the tax-cxempt status of hospitals on the ground that the hospitals arc accepting
insufficient numbers of patients at no charge or at rates that are substantially
below cost.

(2) By establishing hospitals as a separate exempt category and removing the
indefinite test of to what extent a hospital must serve those who cannot pay, this
bill removes the uncertainty surrounding the hospital’s continued ability to draw
?ecesimry support from the public or from private foundations to accomplish its

unction.

(65)
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(3) Hospitals perform a uscful function of the sort that deserves treatment in
section 501(c)(3) on the same basis as the other organizations specifically named
in that provision.

(4) The present environment of governmental assistance to permit medical
care to be made available to those otherwise unable to pay, appears to make
obsolete the necd for hospitals themselves to subsidize the providing of medical
care to poor people. This is as true regarding hospitals as it is regarding schools
and churches.

Arguments against.—(1) In order to be tax exempt, hospitals historically have
been 1equired to render service to the poor whether or not there was an ability
to pay for the services rendered. These provisions would do away with that
requitement and many marginal income familics that arc now ineligible for
payment of hospital care under Medicaid, and who do not have sufficient re-
sources to pay for hospital treatment might be denied care now available to them.
This is especially true in States that do not pay for hospital caie of people who
arc eligible fo: general assistance under the welfare programs of the State. The
bill will pose partieular hardships on poor families priced out of hospital care by
continually rising health costs and this will put gieater pressute on Congress to
expand the Medicaid progiam at the very time Congress is seeking to contract
and moderate it.

(2) To the extent hospitals contend Medicare and Medicaid does not pay their
full costs they would also contend that they are providing charitable services for
those patients. If the bill were not changed these hospitals could refuse Medicare
and Medicaid patients with impunity or could limit their services to such patients
unless the Government met the hospitals’ unilateral cost demands. Without the
balancing effect of the present Internal Revenue Service position, government
might be faced with the choice of either complying with such payment ultimatums
or seeing millions of poor and aged citizens denied nccessary care in community
nonprofit hospitals.

(3) There is no substantial evidence that contributors to hospitals will decrease
or stop their donations because the Internal Revenue Service is questioning the
tax-exempt status of & hospital (or hospitals) on the ground that sufficient chari-
table services are not being rendered to the poor.

(4) The extent of free and “below cost'’ hospital care has diminished greatly
with the advent of public programs such as Medicare and Medicaid. The pressure
to provide free care has lessened to the extent that these multi-billion dollar
grogwms and private hospital insurance are now paying for many of those whose

ills previously went unpaid.

(5) The bill discards the charitable basis—the ‘‘community service to all”
concept—on which tax exemption of hospitals is founded.

(6) If there is a legitimate complaint that Internal Revenue rulings are too
vague on this point, a clarifying amendment establishing statutory standards is
the appropriate remedy rather than the blanket approach of the House provision.

(7) Since the need for new legislative language has arisen because of uncer-
tainties in administration, then the resolution of such uncertainties could be
handled on an administrative basis.

The committee will recall the concern over the implications of the
House-adopted provision expressed by the National Governors’
Conference in the letter addressed to the chairman (reproduced
below) and in subsequent correspondence. Recently in the District
of Columbia indigent patients were referred by some nonprofit com-
munity hospitals to the publicly operated D.C. General Hospital
because of t{:e inability of the District government to pay more than

80 percent of outpatient hospital costs for indigent patients. This
situation appears to reinforce the anxiety expressed by the National
Governors’ Conference. The prior rulings of the Internal Revenue
Service provided a measure of protection against any unreasonable
refusal by a nonprofit hospital to provide charitable and below-cost
care.
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Nar10NAL GovERNORS' CONFERENCE,
Washington, D.C., October 27, 1969.
Hon. RusseLL B. Long,
Chairman, Senate Finance Commitice,
Washington, D.C.

DEAar SeNaTor Lone: I understand that the Senate Finance Committee will
soon be considering in Executive Session a section in the Tax Reform Act of 1969
that provides that private, non-profit hospitals can no longer be challenged to
defend their tax exempt status in terms of the amount of charitable services they
provide. This provision, as contained in the House passed bill, HR 13270, and in
arecent Internal Revenue Service ruling, could result in hospitals refusing to serve
Medicare and Medicaid patients or limiting their services to such patients unless
the state meets the hospitals’ demands for a certain level of payment.

I urge you, as Chairman of the Senate Finance Committee, to provide in the
Tax Reform Act of 1969 for some means for states to control levels of payment to
hospitals without endangering the availability of services for Medicare and
Medicaid paticnts.

States have found it necessary to place some control on levels of payments
to providers under the Medicaid program. Unless this control on the costs of
Medicaid is maintained, states will be faced with an even gieater financial burden
under Medicaid, as will the Fedcral government.

Governors of states that have recent experience with freczing of levels of
payment to hospitals and with challenges to the tax exempt status of hospitals
will also be contacting you on this matter.

Sincerely,

CHARLES A. BYRLEY.
On the same day on which the Finance Committee deleted the
House amendment, October 28, 1969, the American Hospital Associa-
tion in its formal testimony on medicare before the Committee on
Ways and Means included the following statement by Mr. Mark
Berke, president-elect of the organization:

““The institutional health care system differs from the rest
of the private sector in its philosophy toward and treatment
of patients who are unable and or unwilling to pay. Other
meinbers of the private sector maintain their right to not
sell their product to someone who cannot afford it or is
unwilling to pay for it.

- Community hospitals, because of their public responsibility,
do not take such action. The right to receive service regardless of
the ability to pay is extended to the entire community, and con-
sequently the entire community has an obligation to share in
these costs.” [Emphasis supplied.]

Particular attention is called to the statement that ‘“The right to
receive service regardless of the ability to pay is extended to the entire
community . . .” If the testimony of the American Hospital Associa-
tion before the Committee on Ways and Means is a fair and accurate
presentation of the hospitals’ position, the staff is at a loss to under-
stand why the hospitals sought the House amendment in the first
instance.

Furthermore, the staff cannot reconcile that statement of dedication
to the poor with the example of a tax-exempt hospital included in
Revenue Ruling 69-545:

“Hospital A is a 250-bed community hospital. Its board
of trustees is composed of prominent citizens in the com-
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munity. . . . The hospital operates a full-time emergency
room and no one requiring emergency care is denied treat-
ment. The hospital otherwise ordinarily limits admissions to
those who can pay the cost of their hospitalization. . . . Patients
who cannot meet the financial requirements for admission are
ordinarily referred to another hospital in the community whach
does serve indigent patients.

The hospitalg usually ends each year with an excess of operat-
ing receipts over operating disbursements from its hospital
operations. Excess funds are generally applied to expansion
and replacement of existing facilities and equipment,
amortization of indebtedness, improvement in patient care,
and medical training, education, and research.” (Emphasis
supplied.)

In the Internal Revenue Service example of what it proposes to
recognize as a tax-exempt hospital, “The right to receive service
regardless of the ability to pay” is clearly not extended to the entire
community.

The staff strongly recommends revocation of Revenue Ruling
69-545 in light of t%e recent legislative history and continuation of the
prior position of the Service until such time as Congress can devise an
alternative approach cstablishing reasonable yardsticks of charitable
service related to the financial capacity of a hospital. Such action by
the Service would assist in protecting the availability of necessary
hospital care to Medicare, Medicaid, and other poor patients.



CHAPTER FIVE
PAYMENT FOR PHYSICIANS' SERVICES
Statutory Limitations or “Reasonable Charges”

The medicare statute and committee reports reflect congressional
concern that payments to physicians under part B of title XVIII be
equitable not only from the standpoint of the physician but also from
the standpoint of the Government and the beneficiaries it represents—
beneficiaries from whose funds come one-half of the costs of part B.

That concern with mutual equity finds statutory expression in
section 1842(b)(3)(B) which requires the part B carrier to—

* ¥ * assure that, where payment * * * is on a charge basis, such charge
will be reasonable and not higher than the charge applicable, for a comparable

service and under comgarab]e circumstances, to the policyholders and sub-
scribers of the carrier, * * *

At the conclusion of the paragraph, the statute instructs that:

In determining the reasonable charge * * * there shall be taken into
consideration the customary charges for similar services * * * as well as
the prevailing charges in the locality for similar services.

With respect to the first provision, it seems clear that Congress
intended that a carrier, for example a Blue Shield Plan, should not
allow as a reasonable charge that portion of a doctor’s bill which was
higher than what Blue Shield would ordinarily consider appropriate
to cover for the same service rendered to one of its own subscribers.

In determining the ‘reasonable charge” the statute provides that
“‘customary and prevailing” charges for various services shall be taken
into consideration in determining the reasonable charge. But, while
stating that customary and prevailing charges shall be considered—
the statute did not require that those factors should be the only
elements determining final payment. This understanding of the
statute was reflected by the Commissioner of Social Security at a
meeting held at the Department of Health, Education, and Welfare in
December, 1968 to consider whether the $4 monthly premium rate
should be continued during fiscal 1970. He stated then that the statute
required only ‘“consideration” of customary und prevailing medical
charges—it d}{d not mandate payment on that basis.

The level of customary charges and of prevailing charges are factors
which enter only into the (fetermination of “reasonable” charge.
Under the statute the reasonable charge, so determined, should not
be payable (in effect, it would be unreasonable) if it exceeded the
amount which the carrier ordinarily paid under comparable circum-
stances for its own subscribers or policyholders.

1965: Blue Shield Testifies on Its Knowledge of Customary and Prevailing
Charges

On May 6, 1965, the National Association of Blue Shield Plens

testified before the Finance Committee on the then-pending medicare

(69)
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legislation. In that portion of their testimony urging that the Govern-

ment make full use of Blue Shield Plans as part B carriers, the associa-
tion reported to the committee:

* * * hecause of Blue Shield's close relationships with participating physi-

cians and local professional societies, our plans have established effective

gattcrns for determining prevailing charges, for assuring patients of predicta-
le benefits, and for controlling utilization practices * * *

Blue Shield continued, stating:

In formulating {)ayment schedules, Blue Shield plans customarily request
information from local physicians as to prevailing charges in the community.
* * x Accordingly, because of its relationship with local physicians and their
rofessional societies, Blue Shield enjoys unique advantages in terms of built-

in controls of utilization and of fee levels. (Emphasis supplied) !

In material supplied to the committee supplementing their oral
testimony the National Association of Blue Shield Plans advised
the committee that:

* * * gven in ‘‘indemnity plan areas’ the Blue Shield schedules generally
reflect the prevailing charges in the community. Therefore, (including service
benefit plans) an increasing percentage of claims are salisfied in full by the
Bluc Shield payment. As you know, there is a growing tendency among physi-
ciaus throughout the country to stabilize their fee schedules and lo accep!
the same fee for similar service from all patients regardless of income * * *
(Emphasis supplied)?

This testimony of the National Association of Blue Shield plans as
to the currency and adequacy of Blue Shield benefit schedules moti-
vated the committee to include the following language on page 44 of
its report to the Senate on the Social Security Amendments of 1965:

And, where service benefit plans, for payment for physicians’ services,
serve as carriers under the program, the use of the same agreed-upon fee
schedules that are employed in their own programs may be helpful in avoiding
the possibility of disputes regarding fees.

Reasonable Charges Under Medicare

Most Blue Shield plans are service benefit plans. The majority of the
part B carriers are Blue Shield plans. Yet those same agreed-upon fee
schedules that are most generally employed in their own programs
and which Blue Shield told the Congress generally reflect the pre-
vailing charges in the community have seldom been applied to restrain
the maximum charges allowable under part B of medicare.

Medicare Payments ore Usually Significantly Higher Than Blue Shield’s

Unfortunately medicare carriers have never been advised to limit
medicare payments to the amount they pay for their own subscribers.
Medicare administrators, apparently fecling that fee schedules would
be “inap{)ropriate” for the program, took the position that the limita-
tion applied only if a carrier offered a policy of its own which paid
doctors solely on the basis of “customary and prevailing” charges.
The fee schedules used as the basis of payment for millions of sub-
scribers in New York City for example, were considered inapplicable
to medicare. But if the New York plan had a customary and prevailing
contract which covered only 1,000 high income subscrigers then
that level of payment—and only that—became the limit for millions

1 Social Security Hearings, H.R. 6675, Committee on Finance, Part 1, p. 895.
2 0p. cit., pp. 528-535.
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Exci.sion of lens Electrocoagulation Ingu
(cataract operation) prostate .
Madicare Carrier Average Average Aver: _
medicare Blue medicare Blue  medicar
reason-  Shield reason-  Shield reason-
able maximum able maximum able
charget payment3 charge! payment3 charge
Alabama Blue Shield.._._____.____________._.. $345 $75 $371 $75 $193
Arizona (Aetna). ... ... ... 419 276 419 276 240
Arkansas Blue Shield___ . _.__________.______.. 293 210 363 210 235
California Blue Shield_.__._______________.__... 492 492 510 492 240
California (Occidental Life)_______._.____._._._. 531 492 575 492 275
Colorado Blue Shield._.__.___ ... ._._..__. 348 250 336 250 165
Connecticut General Life_ . ___________________. 419 300 380 250 214
Delaware Blue Shield._ .. _______._ .. __._.___. 350 254 400 259 175
Florida Blue Shield_. . . ___._____._ ... ._..._... 426 233 468 233 255
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Hawaii éAetna) ............................... 403 (n 2350 (n 205
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(llinois Blue Shield ........................... 444 165 493 165 305
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Massachusetts Blue Shield......._______._____._ 393 225 349 200 207
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New York (Metropolitan)__________________.___ n 252 367 240 203
North Carolina (Pilot Life)._______________..._. 340 155 373 150 213
North Dakota Blue Shield._...._____....__...... 353 375 370 400 167
__Ohio (Cleveland Blue Shield).................... 393  _31§ _ 314 we__ten
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*es for selected surgical procedures

Hemorrhoidectomy Bronchoscopy Radical mastectomy

Average Average Average Medicare Carrier
edicare  Blue - - medicare  Blue  medicare  Blue

reason-  Shield  reason-  Shield  reason-  Shield

able maximum able maximum able maximum

gpargez payment3 charge? payment3 charge? payment3

$131 $50 378 36395 $305 $150  Alabama Blue Shield.

. 125 104 95 433 242 Arizona (Aetna),
180 75 75 45 271 180  Arkansas Blue Shield.
- 179 NA 84 NA 408 NA  California Biue Shield.
209 -~ NA 105 NA 436 NA  California (Occidental Life).
101 100 69 50 350 275  Colorado Blue Shield.
166 110 94 60 345 250  Connecticut General Life.
200 104 67 63 368 271  Delaware Blue Shield.
149 100 82 50 385 233  Filorida Blue Shield.
115 1278 93 12 46 360 12163  Georgia (John Hancock).
150 (llg NA (1? 350 (ﬂg Hawaii (Aetna).
NA 13 NA 8 NA 30 Idaho (Equitable).
168 65 95 65 367 165  lilinois Blue Shield.
143 65 83 65 296 165  I1llinois (Continental Casualty).
131 NA 67 NA 278 NA  Indiana Blue Shield.
108 60 15 45 200 150  lowa Blue Shield.
- 140 gug 88 (llg 314 (1)  Kansas Blue Shield.
116 0 86 5 317 245  Kentucky (Metropolitan).
117 NA 78 NA 216 NA  Louisiana (Pan-American Life).
175 75 n 338 225 163  Maine (Union Mutual).
158 115 82 50 281 215  Maryland Blue Shield.
67 100 70 50 330 250  Massachusetts Blue Shield.
9% 90 73 68 288 270  Michigan Blue Shield.
175 113 75 75 213 263  Minnesota Blue Shield.
Q) 79 Q) 55 Q) 150  Mississippi (Travelers).
- 157 150 67 75 325 300  Missouri Blue Shield. .
142 50 74 35 358 125  Missouri (General American Life).
150 135 75 77 350 315  Montana Blue Shield.
158 NA 100 NA NA NA  Nevada (Aetna).
u127 75 1369 75 13202 275  Nebraska (Mutual of Omaha).
103 18 60 40 292 175  New Hampshire/Vermont Blue Shield.
149 100 88 70 400 275  New Jersey (Prudential).
NA (1 NA (“g - NA ()  New Mexico (Equitable),
132 1 92 -1 275 35 New York Blue Shield (Western New York).
136' - 120 110 90 428 275  New York Blue Shield (United Medical).
97 150 62 75 328 365 New York Blue Shield (Genussee Valley).
222 120 111 90 376 275  New York (Group Health Insurance).
126 2112 86 - 17l 290 12242  New York Metro?olitan .
158 60 73 35 275 125  North Carolina (Pilot Li ?.
60 (1) 68 () 275 (1)  North Dakota Blue Shield.
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of low-income medicare beneficiarics. In view of the fact that prior
to medicare virtually no Blue Shield plan or insurance company
offered basic surgical-medical insurance making payments on the
basis of customary and prevailing charges, the statutory limitation
was virtually nullfied.

The effects of not applying this limitation is readily apparent from
chart luﬁ‘he chart is based upon information provided to the staff
by Blue Shield and the Bureau of Health Insurance. It compares the
average medicare charge approved by the medicare carrier in each
carrier area for 8 surgical procedures frequently performed on older
people with the maximum amounts Blue Shield pays for those same
services under its most widely held contracts in the areas. The chart
indicates medicare payments are usually significantly higher than
Blue Shield payments.

Despite the legislative history—including the specific reference in
the committee reports to use of fee schedules employed by ‘‘service
benefit plans”’—a Social Security policy statement in 1966 maintained
that “fee schedules, dual or otherwise, would be inappropriate for the
program.” i

Social Security Administration Permits Carriers to Pay More Under Medi-
care Than Under Their Own Plans
The following statement was made in carly 1966 by the then
Director of the Bureau of Health Insurance, Mr. Arthur Hess, on
how medicare’s policymakers arrived at their position for the deter-
mination of ‘““reasonable charges:”
“The determination of reasonable charges involves a wide
range of difficult issues.
“As passed by the House of Representatives, the provisions
governing the determination of charges required that the charge
‘be reasonable and not higher than the charge applicable, for a
comparable service and under comparable circumstances, to the
policyholders and subscribers of the carrier.” The report of the
Committee on Ways and Means of the House of Representatives
included the following statement with respect to these provisions:
‘In determining reasonable charges, the carriers would consider
the customary charges for similar services generally made by the
physician or other person or organization Furnishing the covered
services, and also the prevailing charges in the locality for similar
services.” The Senate included a similar statement in the bill
itself, and this statement is included in the law as enacted. There
is then, no question about the intent of Congress that the deter-
mination of reasonable charges would be based on the customary
charges of the physician and the prevailing charges in the locality.
“When we consulted with the work group on physician partici-
pation, which included representatives of carriers and medical
organizations, concerning the development of guidelines for part
B intermediaries, we were advised that the carriers and the
physicians had considerable experience in dealing with the con-
cepts involved. Representatives of Blue Shield assured us that,
while the fee schedule approach was predominant under Blue
Shield ﬁ)lans, many plans gad developed the necessary experience
t,hrou%l the analysis of bills and dealings with medical societies.”
(Emphasis supplied.)
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This statement was in essence the policy adopted by the Social
Security Administration as the basis for payment of physicians under
part B of medicare.

It is the opinion of the staff that the premises underlying that policy
are contrary to the congressional intent and that the erroneous policy
itself is an important cause of the enormous inflation in costs of the
part B program. This policy had the effect of “* * * turning an
expected ceiling on fees into a floor.” ®

he statute requires only that consideration be given to customary
and prevailing charges. The term “consideration” does not in our
opinion indicate congressional mandate that reasonable charges would
be “based’”’ only upon customary and prevailing charges. We believe
the clearer interpretation of tge statute leaves little doubt that
medicare reimbursement for doctors’ services was to be based upon
“reasonable charges” and that in determining what was reasonable
the administrator was given discretion to look to customary and
prevailing charges so long as the ultimate amount determined did
not exceed the amount the carrier itself ordinarily allowed for compara-
ble services.
Congressional Limitations and Controls Abandoned by Social Security

Administration at Cost of Hundreds of Millions of Dollars

The extensive testimony by the National Association of Blue
Shield Plans before the committee in 1965 as to Blue Shield’s built-in
controls of utilization and fee levels was relied upon both in the
statute and committee report. The claim by the Nation’s largest
medical insurer that even in indemnity plan areas the Blue Shield
schedules generally reflect the prevailing charges in the community
indicated to the Congress that reasonable limitations upon medicare
payments based upon community norms were widely available and
generally operative. As the chart comparing Blue Shield and medicare
payments reveals, medicare payments do not mirror Blue Shield’s
reflection of prevailing fees—medicare presents a distorted, much
magnified, ang expensive image all its own.

hose congressional assumptions as to the availability and applica-
tion of reasonable controls on medical fees appear to have been for-
gotten almost as soon as medicare was enacted. Limitations and con-
trols are provided for, as we read the statute and the Finance Com-
mittee report, but they appear to have been treated as but abstract
and minor impediments to what has become a very real and very
costly policy of laissez-faire with respect to physicians’ fees under
medicare.

No one can say for certain how much money has been overpaid
as a result of the failure to apply the statutory hmitation on ‘“‘reason-
able charges.” Compared with Blue Shield payments for similar serv-
ices under their most widely held contracts, however, it is safe to say
that medicare has spent many hundreds of millions of dollars more than
would otherwise have been required had those same Blue Shield
schedules served to limit reimbursement.

3 Address by Representative Durward G. Hall before American Colleie of Hospital Ad-
ministrators, April 30, 1869. Congressional Record, pp. E3622-23, May 5, 1969
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Agreed-upon Fee Schedules of Service Benefit Plans Contain Built-in Lim-
itation on Fee Escalation

As has been noted the committee reports in 1965 made specific
reference to the use in medicare of the same “agreed-upon fee schedules
that are employed in their own programs” by service benefit plans.
An agreed-upon fee schedule does not encompass so-called customary
and prevailing or usual and customary contracts. The latter provides
a scale for determining payments which, in the main, depends upon
an individual physician’s billing practices limited to a prevailing
maximum. The physician is free at periodic intervals to increase his
customary charges and if his action is followed by sufficient other
doctors, an increase in the prevailing limitation would result. In other
words, tho ‘““customary and prevailirig” contract is a dynamic type of
coverage characterized by. increased and increasing payments.

The agreed-upon fee schedile,.on' the other hand, is a static, fixed
basis of payment. Until such time as the entire fee schedule is re-
viewed and revised upward (which usually requires the approval of
State insurance departments), the amounts payable are predictable
and known to all. Both the patient and the physician know in advance
exactly how much Blue Shield or other health insurers will allow for a
given service or procedure.

It was to these well-known and predictable yardsticks—Blue
Shield fee schedulos—that we beliove the committee reports refer.

A service benefit plan is one where participating physicians have
agreed to accept the plan’s allowance as full payment in those cases
where the subscribers’ income is below the maximum specified in
the subscriber’s contract. Where the patient’s income exceeds the
maximum, as is frequently the case, or where care is provided by a
nonparticipating physician, the Blue Shield allowance is still the same
agreed-tg)on fee specified in the schedule but the physician is not
obligated to accept it as full payment.

“Means Test” Argument a Red Herring

Social security, ignoring the reference in the committee reports
to use of such fee schedules, instructed Blue Shield carriers not to use
the fee schedules in their service benefit contracts as limitations on
amounts payable to doctors providing care to medicare beneficiaries.
Further, gocial Security instructed Blue Shicld carriers to disregard
the millions of bills submitted for payment under those fee schecfules
in their determination of customary and prevailing charges for medi-
care. The reasoning was that service benefit plans use ‘“means tests”
and that such tests were not intended by medicare.

We believe such a rationale is illogical.

The point here is that a Blue Shield subscriber—regardless of
whether his income is below or above the service benefit level—is
entitled to have precisely the same dollar allowance paid by Blue
Shield for the service rendered him.

Many Blue Shield subscribers hold contracts containing service
benefit income limits for which they cannot qualify. But, in every
case they are entitled to payment of the amounts specified in the
fee schedule—which is no greater and no less than that payable
for another subscriber holding the same contract and whose income is
below the maximum specified in the contract. And, as is not infre-
quently the case, where care is provided by a nonparticipating phy-



64

sician, the Blue Shield allowance is still the same amount specified in

the fee schedule and the service income limits are irrelevant. In other

words, the amount payable by the service benefit plan is fixed and identical

Jor all subscribers receiving a given medical procedure or service. There 18

no means test applied to determine whether the plan will pay or i what

amount. The third-party payer—-Blue Shield— -has a fixed and identical

dollar liability to each and every subscriber under a given contract— /

regardless of {is income.

Social Security Administration Twists Meaning of Statutory Limitation,
Negating Its Effect

The Social Security Administration took an explicit statutory limita-
tion on the maximum physician’s charge which could be recognized as
“reasonable’ for purposes of medicare payment and through igallacious
logic turned it into a complex nullity. The “cg{ﬁpamble circumstances”
phrase in the statute was interpreted as constituting a limitation only
if a carries had a policy or contract which paid benefits on a so-called
“customary and prevailing” basis. As has been pointed out, virtually
none of the Blue Shield p%ans had such contracts generally available
during the years ot debate on medicare or at the time of medicare’s
consideration and enactment, or on the effective date of medicare.
Thus, Social Security called for application of a phantom yardstick.

Blue Shield itself has no illusions concerning the term ‘“comparable
circumstances.” In QOctober, 1968, a new membership standard was
adopted by the Blue Shield plans. Plans were required to “* * * make
available a paid-in-full program, based upon the usual, customary and
reasonable charges of physicians and which takes into consideration
the pattern of charges for similar services provided under comparable
circumstances in the same geographical area.” (Emphasis supplied.)

The italicized portion of the Blue Shield standard is virtually identi-
cal with that of the medicare statute. Yet, Blue Shield, the Nation’s
largest medical insurer, as well as the predominant medicare carrier,
understands that the term “‘comparable circumstances’” does not mean
what Social Security arbitrarily determined it meant.

Here is what that term means to Blue Shield (as well as what the
staff believes “‘comparable circumstances’” meant to the Congress in
1965) : ““Comparable circumstances refers to the medical and site circum-
stances involved wn the provision of services.” *

The failure to apply a similar logical interpretation under the Fed-
eral program is responsible, in our opinion, for much of the inflation in
the costs of Part B of medicare. '

The point at issue is the statutory restraint that a physician’s charge,
in order to be considered “‘reasonable’” be ‘“not higher than the charge
applicable, for a comparable service and under comparable circum-
stances, to the policyholders and subscribers of the carrier.”

The plain meaning of that provision is that a Blue Shield plan,
serving as a medicare carrier, would not allow more as a medicare
charge than it ordinarily allowed under its regular basic surgical-
medical contract for its own subscribers. The limitation could have
been applied on the benefits allowed under the plan’s most widely-held
contract or even the average payments actually made under all of
the plan’s different types of basic contracts. Additionally, allowances

¢ Statement supplied to the staff by National Association of Blue Shield Plans.

—_— e
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could have been calculated using a relative value scale for those
services covered by medicare but not by the particular Blue Shield
carrier.

Such limitations upon ‘“reasonable charges,” were, we believe, in-
tended by the Congress as a sensible control which could have been
determined with reasonable objectivity.

Future Impact of Past Policies

We have indicated the enormous increased costs in part B because
of the failure to apply effective controls and limits on “customary
and prevailing” physician charges. The question may be asked as to
what future costs will be in the absence of changes in the present
method of payment under part B.

Recently, the Civil Service Commission contracted with a private
actuarial consulting firm to evaluate the Federal Employee Health
Benefits Program. Included in the report to the Commission were com-
ments on the effectiveness of controls on utilization of benefits and
costs. Their comments are relevant because the majority of the Fed-
eral employee basic surgical-medical coverages have shifted to a
‘“usual and customary” “or customary and prevailing” basis of pay-
ment for physicians’ services since the advent of medicare. The
Erognosis with respect to future costs of ‘“usual and customary’’ bene-

ts is not good. The analogy to medicare is apparent in the following
comments from the report:

“Controls on utilization of benefits hinge upon the descriptive
limitation of the type of coverages that are offered as well as on
the deductible aml) coinsurance provisions (indemnity plan).
By this is meant that standard coverages, described in a con-
ventional way, with reasonable limitations can be processed
satisfactorily by the trained claims paying personnel of each
governmentwide carrier. A notable exception is with respect to
a “usual and customary” payment basis whether it applies to
doctors’ fees or other services. In fact, we feel that significantly
higher payments for doctors’ services are yet to come. * * *

““A health care plan whichis * * * reimbursing high percentages
91! usual and customary fees 18 particularly subject to inflation.

hus stringent enough controls to hold down premiums cannot
reasonably be expected.” (Emphasis supplied.)

Rush To Develop Data on “Customary and Prevailing” Charges

We believe the congressional objective of establishing a limit on
medicare payments to doctors based upon existing fee schedules was
lost when carriers were instructed by Social Security not to use their
regular fee schedules as medicare maximums unless those contracts
paid benefits on the basis of ‘“‘customary and prevailing” charges.

The general lack of adequate and significant ““customary and prevail-
ing"” data during medicare’s initial and crucial “tooling-up”’ period was
when benchmarks were established for payments to physicians. Sub-
sequent upward changes in fees all relate back to those insubstantial
baseline data.
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Responses to staff questions concerning "the precise methods em-
ployed by each carrier in determining “customary and prevailing”
physician charges at the outset of medicare indicate that the founda-
tion for payment of physicians was and is quite shaky and of dubious
validity.®
Physicians Asked to Furnish Data on Their “Customary” Charges

A fair number of carriers resorted to surveys of physicians in order
to establish a basis for payment of customary and prevailing fees.

| Many other carriers refused to undertake such surveys because, in the

~ words of one of them ““A fee survey was considered unwise because it

| was felt that it would produce ‘anticipatory bias’ [on the part of

. physicians responding to the survey] which would tend to be infla-
tionary.” Another large Blue Shield plan said that “* * * some
‘anticffmtory bias’ existed within medical circles which would render
invalid any questionnaire survey directed at obtaining the usual
charge of an individual physician.”

To the extent that medicare payments are based and built upon the
results of those surveys the ‘“‘anticipatory bias” incorporated into the
results has now become “realized bias.” This is another costly conse-
quence, in our opinion, of the failure to provide carriers with uniform
guidelines as to s:ow and how not to assemble charges data at the in-
ception of medicare.

any carriers based their determination of physicians’ customary
and prevailing charges solely upon billings to medicare beneficiaries
after the program began. A number of carriers still construct their
physician pro%les from limited medicare charges data. It is extremely
difficult for us to understand how, in these cases, those carriers can
accurately determine that a physician’s charges to his aged patients
represent his customary charges to all patients. We submit that they
cannot make a valid l(ti}:atermination where the determination of cus-
tomary and prevailing is limited to medicare data only. Again, this
is another important control point to which little administrative
Eressure has been applied. We believe the situation can be improved i
y requiring carriers to incorporate all charges data—medicare and
nonmedicare.

Utah Blue Shield Plan Sets Good Example

We would be remiss if in the course of criticizing the methods of
payment employed in the administration of medicare we did not point
out that one carrier, the Utah Blue Shield Plan, as it explains its
approach, appears to fulfill what the staff believes the medicare
legislation intended.

The Utah Blue Shield Plan used all of the payments made in its
regular nonmedicare business as the basic data source for medicare.
The plan said it had undertaken a confidential survey of physicians
prior to July 1, 1966 but the limited response of physicians (approxi-
mately 50 percent) ‘“‘diminished the credibility of the data collected
to such an extent that only historical claims data in our files was
used in determining customary and prevailing charges.”

Most importantly, the plan told us:

“We are a Blue Shield service benefit plan and have limited
the reasonable charge to medicare beneficiaries to no more than

5 Five of the questions asked by the staff with respect to carrier capacity to determine

‘“customary and prevalling ' physiclan charges appear in Appendix E, p. 253 along with
some pertinent replies from carriers.

|
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we allow for cur subscribers under our basic surgical-medical
contracts which provide for service benefits.

“In so doing, we used the schedule of benefits under our most
widely-held contract. [That contract is a fixed-fee schedule.]

“* * * during the period October, 1967 to June, 1968, 8,667
claims were reduced solely pursuant to section 1842 (b)(3)(B)
of the Social Security Act. $199,754.39 was the total amount of
such reductions and the average reduction was $23.04.”

Staff Recommendations

The staff believes that the existing interpretation of the part B
statutory limitation is erroneous and not consistent with the congres-
sional intent. We recognize, however, that the interpretation has been
applied for more than 3 years; thus the first suggestion offered below
is intended as a stopgap measure. As a permanent solution we think
the provisions concerning reimbursement of physicians should be
rewritten in the statutes. With that thought in mind, the staff has
developed a basis for comprehensive revision which is outlined in
the second recommendation below.

Recommendation for Reasonable Limit on “Reasonable
Charges”

To conform present medicare practice to the congressional intent
expressed in the statute and contemporaneous committee reports
and if no substantive changes are made in part B, the staff recom-
mends that all Blue Shield plans serving as medicare carriers be
required to limit the physician’s charge recognized as ‘“‘reasonable”
to not more than the average payment actually made for a given
service or procedure under all of its basic surgicsl-medical subscriber
contracts during a reasonably recent prior period of time. Thus, for
example, if Blue Shield in {/lassachusetts under all of its various
subscriber contracts actually paid an average of $250 for removal of
cataract (excision of lens) during 1968, medicare would not recognize
charges above $250 as ‘“‘reasonable” for purposes of reimbursement.

For those services which medicare covers but which Blue Shield
does not, maximum allowances could be calculated on a basis relative
to the average actual payments which Blue Shield made on the services
it does cover.

Additionally, to avoid, at least to some extent, costly and often
medically unnecessary “gang visiting,” amounts allowed should be
reduced for multiple visits, on the same day to patients in the same
facility. Similarly, limitation on amounts allowed for “injections”
and routine laboratory tests should be established and applied.

Fee Schedules: Recommendation for a Part B Program With
Built-in Cost Limitations

We have developed a basis for possible revision of part B of med-
icare, in large part based upon customary insurance practices in the
private sector, which the committee might consider as a mechanism
to substantially simplify administration and control costs.

e S ————
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1. An advisory board of actuaries and underwriters would be
selected by the Secretary of Health, Education, and Welfare from
private health insurance companies to assist in developing a schedule
of fixed indemnity allowances for surgical and medical care for
each of the nine census regions in the Nation (in recognition of
geographic variation in charges for similar medical services). The
allowances for any given region should not be more than 10 (or
possibly 15) percent greater than the average for all other census
regions combined. Appropriate provision should also be made so that
prepaid group practice and similar programs can provide care and be
reimbursed on other than a fee-for-service basis.

2. The advisers would recommend specific maximum amounts
allowable for covered services based upon a total monthly premium of
$8 per beneficiary—the amount now paid—after allocating a sufficient
portion of the premium for reserves and administrative costs.

3. The $50 deductible now in part B would apply only to charges
for services rendered by non-participating physicians.

4. Payments would be made on the basis of 80 percent of the max-
imum amount allowable specified in the benefits schedule or 80 percent
of the actual charge, whichever was less.

5. A participating physician would be one who agrees to accept up
to the scheduled allowance as his full charge for the services he renders
to all medicare beneficiaries. In the case of a participating physician
payments would be made directly to him by medicare. Ige would
eollect 20 percent of the scheduled amount from the beneficiary.
Alternatively, a co-pay approach might be employed. For example,
the beneficiary could pay out of pocket the first $2 or $3 of the charge
for home and office visits.

6. Where a doctor did not elect to become a participating physician,
all anments due from medicare to beneficiaries for services rendered
by him would be made directly to those beneficiaries on the basis of a
receipted or non-receipted bill.

7. A physician could, upon appropriate notice, elect, or withdraw
from, status as a participating pgysician.

8. The $8 monthly premium rate would be fixed by law and could
not be changed except by legislative action.

9. In case the premium and raserves were inadequate to fully meet
the obligations of the program in a given year, the advisory board
would be expected to adjust the scheduled allowances downward so
as to make up the deficit in the following year or years. Such revisions
could be made applicable only to those regions experiencing abnormal
utilization or could be made applicable nationally.

We believe this method of reimbursement offers the following
advantages:

1. Simplified administration and reduced administrative costs.
2. Anti-inflationary structure.
3. Self-adjusting to the funds available.
4. Predictability of allowances and payments.
. 5. Strong parallel and relationship to basic medical-surgical
insurance J)ohcies now sold by private health insurers. .
6. Avoidance of Federal determination as to whether a physi-
cians’ charges are reasonable.

e ]
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7. Functions within traditional framework of the medical
insurance obligation of an insurer (social security) to the insured
(beneficiary) whereby specified indemnities are payable to the
insured by the insurer when he has incurred a legal obligation
to pay a physician who has rendered care covered under the
policy. The obligation to pay here, as with all private health
insurance, flows from the insurer to the insured (and not from
the insurer to the physician or other provider).

8. Beneficiary understanding enhanced, and $50 deductible
oliminated whero services are provided by participating physicians.

9. Physician has freedom of choice whether to become a par-
ticipating physician. That choice may be changed upon reason-
able notice.

10. The Government will not tell the nonparticipating doctor
how much to bill the medicare beneficiary an(rit will not interfere
with his privilege of collecting his own bills. The Government
would pay its scheduled allowance to the beneficiary directly on
the basis of a receipted or nonreceipted bill for covered services.
That would fulfill medicare’s financial obligation as insurer to
the beneficiary. The question of what the patient does with the
money after he has been paid by medicare would not be subject
to governmental intervention—that would remain a private
aspect of the doctor-patient relationship.

Recommendation for Uniform Definitions of Medical
Procedures

To avoid fragmentation of fees the staff recommends that uniform
definitions of medical procedures and services be applied in the
payment of benefits under part B.

Adoption of uniform definitions would avoid situations such as that
where a surgeon charges one fee for the actual surgery and then charges
additional separate fees for normal preoperative and postoperative
visits. Most Blue Shield plans allow a single inclusive fee covering the
preoperative and postoperative care ordinarily and routinely provided
In conjunction with the surgery itself.

Appropriate definitions can be obtained from Blue Shield and others.



CHAPTER SIX

PAYMENTS TO “SUPERVISORY” PHYSICIANS IN
TEACHING HOSPITALS

The Problem

A major and costly problem has arisen in medicare with respect to
payment for the services of so-called “‘supervisory physicians” in
teaching hospitals. Such services may currently involve medicare pay-
ments of $100 million or more annually.

The hospitals concerned are those with approved programs of
training for interns and residents. Such hospitals are usually affiliated
with or operated by medical schools. The training of interns and
residents involves, in large part, the rendering of dircct patient care—
particularly in the case ofp service patients (also called institutional
patients)—under the supervision, and to varying extents the personal
assistance in such care, of qualified teaching physicians. In the case of
an institutional patient, the supervisory physician is generally desig-
nated by the hospital as that patient’s attending physician upon
admission of the patient to the hospital.

The institutional patient may be an individual who was referred to
the hospital by a physician who was not a member of that hospital’s
staff; he may have been recommended as an inpatient by a physician
in the hospital’s outpatient department; he may have been admitted
to the hospital in an emergency situation; or he may have presented
himself and had his admission to the hospital approved by a member
of the hospital’s house staff.

The institutional patient is in contrast with the private patient. The
latter generally has his own private doctor—usually a member of the
hospital’s medical staff, whom he visited and consulted with outside
of the hospital setting; who subsequently arranged for bis admission
to the hospital; who visited and treated him during the hospital stay;
and to whom he turned for follow-up care after discharge from the
hospital. That doctor is usually the private patient’s attending physi-
cian during his period of hospitalization.

The private patient has chosen and, in effect, contracted with his
doctor, whereas the institutional patient—without a private doctor of
his own—has an attending physician assigned to him by the hospital.
The institutional patient, in effect, looks to the institation for his
medical care rather than to a private physician.

The problem in making medicare payments does not arise with
respect to the bona fide private patient of a physician in private
practice who is cared for in the teaching hospital—that has been,
and should continue to be, treated just as any other billable service
relationship between doctor and patient. That type of doctor-patient
relationship is 1-to-1 with each recognizing an obligation to the other.

(1)
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Kansas Blue Shield. ... ... .. ... 301 400 340 ~400 189

Kentucky (Metropolitan). ... __..._______. 318 240 345 255 185
i ?150 150 202
Louisiana (Pan-American Life)_..._...__.._____ 379 { 10 125 333
Maine (Union Mutual)_..______ .. ... ..___. 325 175 324 175 176
Maryland Blue Shield.___.___ ... ............. 367 200 376 225 24l
Massachusetts Blue Shield......_.............. 393 225 349 200 207
Michigan Blue Shield____._ .. .. ............. 370 315 362 315 188
Minnesota Blue Shield_ . _ . ....ccoooo... 341 300 322 300 197
Mississippi (Travelers). ... .......ccccooo_... Q) 2188 Q) 191 Q)
Missouri Blue Shield... ... .............o_.. 345 300 325 300 2193
Missouri (General American Life)_...__..._..._. 418 100 334 150 206
Montana Blue Shield..... ... ... ... 334 293 330 270 169
Nevada (Aetna). ... ..oococcococaaaaaao. 565 NA 600 NA 315
Nebraska (Mutual of Omaha)..._.__._____.___. 13303 275 13347 _ 300 13 168
New Hampshire/Vermont Blue Shield_____.___.. 345 180 392 185 191
New Jersey (Prudential)....._ . ... .. ....... 437 275 447 300 235
New Mexico (Equitable)._.__._ ... . ._..__. 383 () 385 (6!8 199
New York Blue Shield éWestem New York) 383 275 400 3 178
New York Blue Shield (United Medical)____..... 490 275 456 300 243
New York Blue Shield (Genessee Valley)........ 373 375 365 365 184
New York (Group Health Insurance)..__....._.. 526 275 2303 300 286
New York (Metropolitan)_ ... ... .. ........ 371 252 367 240 203
North Carolina (Pilot Life).__._.............._. 340 155 373 150 213
North Dakota Blue Shield. ... ___.____.___..__. 353 375 370 400 167
Ohio scwveland Blue Shield)........_......... 393 315 314 350 190
Ohio Nationwide; ............................ 350 150 329 200 202
Oklahoma (Aetna)...._ . ... ... ... ..._. 346 250 350 255 184
Oregon and Alaska (Aetna)_ ... ... ......._. 416 NA 395 NA 201
Pennsylvania Blue Shield....__._...._._.._..__. 330 270 334 270 192
Rhode Island Blue Shield......_.... ... _..___. 394 254 400 259 225
South Carolina Blue Shield. ... _______._______. 364 230 356 230 188
South Dakota Blue Shield. __._____...._______. 375 (8 357 (03 147
Tennessee (Equitable). ... ... . _._._.___. 351 21 336 21 195
Texas Blue Shield. . ___ .. _....._. 358 220 351 225 188
3_tat= Blue Shield. ... . ... ... 309 %7’()) 38§ %ﬁg 1(83
IPRINIA. _ oo oo
Washington Blue Shield..._.___________._____. 38 347 3g2 12331 182
West Virginia (Nationwide)__.____....._______. 329 12 206 282 12211 172
Wisconsin (Milwaukee Blue Shield)..__.________ 395 m 400 ) 1174
 Wisconsin (Madison Blue Shield)..__._._______. . 357 ( 327 @ 174
Wyoming (Equitable)....._ .. ccmemmeceaeeens 350 25 350 25 NA .
District of Columbia Blue Shield....._..__._____. 437 259 312 264 233
Puerto Rico Blue Shield... ... . . __._._... 400 NA 400 NA 199

1 Before coinsurance of 20 percent for services rendered January

2 Services rendered between July 1, 1966 and June 30, 1967.

3 Makimum allowance under fee schedule (or other basis of |Pay
widely held Blue Shield contract in same geographical area. (if mo
area, figure shown is average allowance under the plans.)

4 Less than 25 cases reported.

8 City. ‘

¢ Rural,

7 Not available (included with other areas, not separated by State

$ Schedule plus 75 percent of difference,

o Blue Cross Plan,
10 Blue Cross Plan,




— - a4 . __9En _ _____1an__ . 1R0 -. Aml} _dwnild dm 4 ELYI] 14n th= .
3“ ) WO 189 W £99 10 319 o e ——— v .
w5 2% 185 U031 26 . B is 1o 8
a0 ae{ WRow oM oam oM w7
324 175 175 100 233 5 138 3 175 175 75 n
376 225 241 150 300 200 400 225 158 115 82
349 200 207 125 291 225 357 225 67 100 70
362 315 188 135 21 248 355 315 9 90 13
322 300 197 131 259 225 300 300 175 113 75
Q) 191 0 150 Q) 169 Q) 191 Q) 79 Q)
325 300 2193 150 350 250 350 300 157 150 67
334 150 206 75 3 125 406 150 142 50 74
330 270 169 158 288 270 375 270 150 135 75
600 NA 315 NA 450 NA 2 440 NA 158 NA 100
13347 300 13168 150 13270 250 13 379 300 1127 75 1369
392 185 191 100 300 160 426 185 103 75 60
447 300 235 150 361 250 501 300 149 100 88
385 (38 199 (ng 340 (n N (n NA (1) NA
/ 400 3 178 12 291 22 4 30 132 150 92
456 300 243 150 366 225 563 300 136 120 110
365 365 184 165 275 275 365 365 97 150 62
3303 300 286 150 2274 225 400 300 222 120 111
367 240 203 141 311 12 209 403 12 253 126 2112 - 86
373 150 213 75 289 150 403 150 158 60 73
370 400 167 1375 294 (n) 375 (n) 60 (n) 68
314 350 190 150 350 250 367 350 148 115 81
329 200 202 100 268 175 396 250 160 100 78
350 255 184 140 287 225 388 255 121 110 83
395 NA 201 Q@ 353 NA 400 NA 150 NA 70
334 270 192 15 281 270 365 270 123 120 75
400 259 225 150 375 225 2335 267 195 104 83
356 230 188 135 260 200 300 240 137 95 9
357 Sﬂ& 147 s!g 300 o) . 360 (88 145 ¢ 90
336 2 195 1 263 185 405 21 162 9 86
351 225 188 130 303 5 . 352 235 158 90 86
BB BB 3B RE OB E 0
3(;2 12331 182 13157 30% 13267 390 12332 164 12123 74
282 12211 172 12125 258 12189 350 12 226 89 1290 68
400 (1) 2174 Q)] 275 (n) 2317 Q) 175 Q) 75
327 (n 174 ( 271 ()] 320 (u 92 n) 68
350 25 NA 158 2250 200 NA 25 NA 125 NA
312 264 233 153 356 230 428 272 175 106 9]
400 NA 199 NA 300 NA 400 NA 133 NA 93
ent for services rendered January-June 1968. 1 Usual and customary fees to participating physicia
5 1, 1966 and June 30, 1967. 18 Average of allowances for 2 or more plans in State
- schedule (or other basis of '?ayment if no fee schedule) of most 13 Includes figures for another area for which carr
in same geographical area, (if more than one plan is in the same " NA: Not available

wance under the plans.)
Note.—It is possible that under Medicare additiona

oplerz;'tive visits z:’nd seg\éi%es. sluch visit: and sﬁrvmgs

cal allowance and no additional payments are allowed.
I‘itl!f':rre:rc?s' not separated by State). somewhat understated in comparison with the Blue &

Sources: National Asscciation of Blue Shield Plans
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Kentucky (Metropolitan).
Louisiana (Pan-American Life).
Maine (Union Mutual).

Maryland Blue Shield.
Massachusetts Blue Shield.
Michigan Blue Shield.
Minnesota Blue Shield.
Mississippi (Travelers).

Missouri Blue Shield. =
Missouri (General American Life).
Montana Blue Shield.

Nevada (Aetna), A
Nebraska (Mutual of Omaha).

New Hampshire/Vermont Blue Shield.

New Jersey (Prudential).

New Mexico (Equitable),

New York Blue Shield (Western New York).
New York Blue Shield (United Medical).

New York Blue Shield (Genessee Valiey).
New York (Group Health Insurance).
New York (Metropolitan).

North Carolina (Pilot Li z).

North Dakota Blue Shield.

Ohio éCIe\gelang Blue Shield).
Ohio (Nationwide),
Oklahoma (Aetna).

Oregon and Alaska (Aetna).
Pennsylvania Blue Shield.

Rhode Island Blue Shield,
South Carolina Blue Shield.
South Dakota Blue Shield.
Tennessee (Equitable).
Texas Blue Shield.

Utah Blue Shield.

Virginia, .

Washington Blue Shield.

West Virginia (Nationwide).,
Wisconsin (Milwaukee Blue Shield).

Wisconsin (Madison Blue Shield).
Wyoming (Equitable).

District of Columbia Blue Shield.
Puerto Rico Blue Shield.

fees to participating physicians.
for 2 or more plans in State.
'‘another area for which carrier is also responsible.

~* under Medicare additional bills were also submitted for routine post-
83, Such visits and services are typically included in the Blue Shield surgi-
tional payments are allowed. Thus, the average medicare payment may be
comparison with the Blue Shield allowance.

:iation of Blue Shield Plans and the Social Security Administration.
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Serious questions have arisen, however, with respect to payments
to supervisory physicians designated as attending physicians for
medicare beneficiaries who are institutional patients. These policy
questions relate to payments made in some teaching hospitals for
services which constitute, at the very least, abuse of medicare. (See,
for example, the report submitted to the Committee on Finance
by the Comptroller General of the United States with respect to
i)ayments to supervisory physicians in the Cook County Hospital.")
n connection with this and similar situations, the staff suggests
that the committee urge the Social Security Administration to
undertake a careful audit of all payments made to date for the serv-
ices of supervisory physicians in all teaching hospitals and that
where payments were improperly made, every effort necessary be
undertaken by the Government to recover such improper payments.

Belated Social Security Administration Action

In recent months the Social Security Administration has taken steps
to tighten up procedures and requirements for payment of teaching
physicians. In a letter addressed to part B carriers on September 3,
1969, the Bureau of Health Insurance noted that: ‘Pursuant to our
teletype of June 20, many carriers suspended payment for services of
teaching physicians where it appeared that requirements for payment
for services in a teaching setting were not being met * * *.”

The same letter recited criteria for determining the validity of a
supervisory physician’s charge under Social Security regulations.
One of those criteria recognizes the distinction between a service pa-
tient (institutional patient) and a private patient: “* * * (d) is the
private physician o? the patient or the patient is a service patient
assigned to him as attending physician * * *.”

In somewhat understated terms, the Bureau of Health Insurance
advised part B carriers that:

“(Suest.ions as to fulfillment of the attending physician role are
more likely to occur with reference to service patients than the
private patients of a physician in a teaching setting utilizing the
services ot residents and interns in the care of his patients.
Sometimes a physician assigned as ‘attending’ for a service
patient in fact has little to do with the actual care and treatment
of the patient. In contrast, the personal physician of a private
patient in a teaching setting will ordinarily meet the above
requirements.

‘Carriers may find it possible to resume payments promptl
for one category of billings for services in a given hospital wit
suspension of payment continuing longer for another cateogry.
For example, a carrier might resume payment for services pro-
vided private patients in a teaching setting while continuing to
resolve problems connected with the identif%cation of the attend-
ing physician and recordation of services rendered to service
patients.”

Little Health Insurance Precedent for Payments to Supervisory Physicians

Prior to medicare, few Blue Shield plans or commercial health
insurers paid on a fee-for-service basis for supervisory services rendered

1 Appendix A of hearings before the Committee on Finance entitled “Medicare and
Medicaid,” July 1 and 2, 19g69.
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by teaching physicians in teaching hospitals. Relatively few teaching
institutions even attempted to bill for such services—it was not
“customary’’ nor did it ‘“‘prevail.”

In those cases where payment was made on a fee-for-service basis by
a third-party insurer, it was made on a limited basis and usually
only if: (a) other patients were similarly charged; (§) a charge was
made and payment customarily expected from insured and non-
insured patients alike; (c) the service billed for was clearly described
and personally provided; and (d) there was a legal obligation on the
part of the patient to pay such a charge. One of the Nation’s largest
insurance companies replied to staff questions concerning payments
to supervisory physicians as follows:

“In our regular business, we are seeing billings of this nature
with increasing frequency since the advent of medicare, although
the practice is by no means uniform throughout the country and
in institutions o%, different sizes and types of teaching programs.
When such charges are received, we are recognizing them where all
available information indicates they are valid and nonduplica-
tory. Prior to July 1, 1966, such charges were quite infrequent to
the point of being almost nonexistent. Our practice at that time
was generally not to recognize them although payment was made
in occasiona{special circumstances.”

Another very large insurance company put it this way:

“In connection with our own policies, most exclude any charge
which the employee would not be required to pay if there were no
insurance. Many teaching hospitals bill for patients treated by
staff physicians only if there 1s insurance available. When this
practice is identified, we do not accept the bill.”

In a candid response to the staff questionnaire, another dominant
company stated:

““The regulations issued by the Social Security Administration
in connection with such services has, in all likehhood, resulted in
our policyholders being charged for supervisory physician se vices
in a teaching setting without our even being aware of it in many
instances. In our regular business, we have always taken the
position that we would only pay the physician for services
actually performed by him. We have not paid physicians for serv-
ices performed under his supervision. As indicated akove, prior
to July 1, 1966, supervisory physicians in a teaching setting did
not normally render bills for their services, and if they had, we
would not have paid for services not actually performed by the
physician.”

And, with even greater candor, another major health insurer said:

“It is evident that the overall program expenditures for services
rendered in a teaching setting are extremely large. We feel that
this area might be removed from the scope of the program and, in
turn, that subsidization of teaching institutions be done by the
issuance of Federal grants.”

With respect to nonprofit carriers such as Blue Shield, responses
included these:

(@) “Rarely are our contract holders charged for such services.
We do not pay for such charges. We had occasional instances of
such billing prior to July 1, 18.6. We do not pay for them under
our own contracts if we are aware of the circumstances.”

86-719 0—70——8
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(8) “To the best of our knowledge our own subscribers are not
charged for such supervisory services. We provide no benefits for
such services, and we would not knowingly pay for such services.
It has never been the custom in this area to charge for supervisory
services.”

(¢) ““Over the years, Blue Shield has accepted as participating
Khysicians some }l).'hysician-teachers employed by teachin

ospitals * * * with the explicit understanding services reporte

to Blue Shield would involve patients from their private sector
practice. In addition, it was understood that these physician-
teachers would personally be present and directly involved in
the patient’s care * * *.’

(d) “We are confident that our subscribers are charged in
the same manner as medicare beneficiaries. This means that
there are no such charges being made to our knowledge. In the
case that we did know of such charges, we would not pay them
under our Blue Shield contracts.” ‘

(e) “We have established individual code numbers for phy-
sicians to delineate between service patients and private practice
patients. * * * arrangements were made prior to billing by
any physician in a teaching relationshiP * * * to submit fees
for only those who are private patients.”

() “In New York State it had previously been determined
that such patients are under no legal obligation to pay for such
services.”

(g9) “If the patient is classified as a private patient the phy-
sician can charge Blue Shield for his services. A private patient
is one with whom the physician has an express or implied contract
to render services for a fee.”

Medicare Payments Made Where There Was No Legal Obligation To Pay

The last sentence in (g) above is key to a great deal of the reserva-
tion about f)ayment for supervisory services under part B of medicare.
It is difficult to find a particular point in time or other definite event—
or even sequence of events—at which the institutional or service
patient expressly or impliedly contracts with a specific supervisory
physician to F;}y him agreed-upon fees for agreed-upon services. In fact,
1t is doubtful if any of the supervisory physicians who billed medicare
for institutional patients have identified themselves, as such, to the
service patient in advance as “his” doctor and discussed the fees which
the patient would be expected to pay for that physician’s services.

It is not logical tu assume that the medicare patient automatically
obligates himself (and medicare) to pay that supervisory physician
hundreds of dollars in the absence of an express recognition of obliza-
tion between that patient and that physician.

During the committee’s hearing on medicare and medicaid (July 2,
1969) Social Security Administration witnesses were questioned exten-
sively on the legal obligation to pay a supervisory physician. Their
responses are not persuasive.

irst, in response to 2 question by Senator Miller, Mr. Blumenthal,
Assistant General Counsel for Health Insurance, stated:

“In most instances the courts which have ruled on this issue

have found an implied obligation to pay in situations where
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emergency services have been furnished by physicians to emergency
patients i hospitals * * *” (Emphasis supplied.)?

The staff do not quarrel with the courts or Social Security on
that point. The emergency patient in most cases does not have an
opportunity or time to expressly contract and agree with a given
physician. It appears reasonable, therefore, to recognize an implied
obligation in emergency situations—particularly where the patient
would customarily have been charged if there had been time before
the rendering of services to discuss such matters. However, one still
cannot conclude from Mr. Blumenthal’s response that the courts would
necessarily recognize an implied obligation to pay—even in an emer-
gency situation—for the services of a ‘“‘supervisory physician,” as
those services are defined under medicare regulations. On the other
hand, reference to court rulings with respect to emer%ency patients is
not particularly responsive or relevant to the issue of billings by “su-
pervisory physicians” for institutional patients who, in the main, are
not emergency cases.

Second, a colloquy between Senator Bennett and Mr. Blumenthal
on the question of legal obligation to pay for the services of “‘super-
visory lﬁlySiCi&nS” contains a contention by Social Security that the
legislative history of medicare with respect to payment of hospital-
based specialists “clearly Parallels” the matter of payment to “super-
visory physicians” and “* * * influenced us [Social Security] in large
measure in reaching the conclusion we did on the issue * * *.”

As Mr. Blumenthal noted, the hospital-based specialists who were
the subject of extensive congressionar debate relative to appropriate
methods of reimbursement were specifically “* * * the physicians who
practice pathology, radiology, anesthesiology, and include also the
physiatrist, physical medicine.” 2

A portion of the colloquy between Senator Bennett and Mr. Blumen-
thal went as follows:

Mr. BLuMENTHAL. Now, in these instances, sir, the arrangement for services
is not made by the patient with the physician. The parallel, T think, is quite
clear, and I think also it influenced us in large measure in reaching the conclusion
we did on che issue that we are discussing now.

Senator BENNETT. That history was on the typically hospital-based service
doctor, the radiologist, the pathologist, the anesthesiologist. I am sure that
neither committee ever expected that this would be spread out to apply to the
surgeon and the internist, and all of the rest of these people who are now collecting
these fees. Are you suggesting to us that we actually intended that surgeons and
other practitioners, other specialists should be considered as hospital-based?

Mr. BLuMENTHAL. I believe that the legislative history so reveals, sir, although
the committees made reference to these specific specialties, the discussion centered
on those physicians who are hospital-based because their remuneration was
received by or through the hospital, not with regard particularly to the type of
practice that they engaged in.¢

The following observations bear out the correctness of Senator Ben-
nett’s understanding:

1. The hospital-based specialists—radiologists, pathologists, anes-
thesiologists and physiatrists—had specifically been recognized as such

3 “Medicare and Medicaid”, hearings before the Committee on Finance, July 1 and 2,
1969, p. 226.
3 Ibid, p. 43.
4 Ibid, p. 43.
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prior to medicare’s enactment by most third-party payment organiza-
tions. Payment for their services—unlike the services of supervisory
physicians—was routinely costed or charged and reimbursable prior to
medicare as either a hospital or medical expense.

2. The issue debated by the Congress with respect to the four
specialties was not whether those services should be compensuted.

here was general recognition by the Congress that a cost was incurred
for the services of those specialists. The issue revolved around whether
the services of those specialties should be reimbursable under part A
as a hospital expense or under part B as a medical expense.

3. The question of whether the services of the rndio\ogist, patholo-
gist, and anesthesiologist should be billed for by the hospital or by
the physician was a major issue in medical care antedating medicare’s
enactment by many years. No comparable history exists with respect
to pagment or the services of “‘supervisory physicians.”

4. Patients customarily were expected to and did pay prior to
medicare for the services of the four medical specialties—either as a
hospital charge or as a medical charge.

5. Finally, there is an elementary and basic difference between
billing for the services of the four specialists and those of “supervisory
physicians.” The anesthesiologist, radiologist, pathologist, and
physiatrist seldom are designated as a patient’s “attending physician’’
theoretically responsible for the ~ourse of his total care while in the
hospital, leose specialists are responsible for restricted elements of
Katlent care—not its totality—and the service they provide is of a

ighly specialized and technical nature.

Supervisory Physician Payments as Back-Door Federal Support for Medical
Schools; Advisory Group Planned It That Way

The dean of one of the Nation’s finest medical schools familiar
with the issue of payments for the services of “supervisory physicians”
in teaching institutions addressed some candid remarks to the staff.
Conceding problems and not arguing any historical basis for payment,
the educator noted relative to the distinction between the private
patient and the institutional patient:

‘““We are dealing here with two methods cr systems of rendering
patient care which I believe the authors of the medicare law did
not fully appreciate. The law and SSA regulations are tending to
make gﬂmf{)ers out of many faculty members in teaching
hospitals.”

The latter observation presumably refers to the fact that under
Social Security regulations a supervisory physician must, in effect,
certify to the rendering of actual care and direct involvement with a
patient in order to submit a charge.

The pressure and concefn with respect to payment of supervisory
Ehysicinns for institutional patients is essentially generated by the teaching

ospitals and medical schools rather than by the physicians them-
selves. That concern is understandable; the substantial income
developed by charging private patient fees for institutional patients
ﬂ(ilws,lm the main, directly or indirectly to the hospital or medical
school.

As the same medical school dean put it: “Medical schools incur an
identifiable cost in rendering medical care in a teaching hospital. * * *
Indeed, I believe that a “reasonable profit” from patient services
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should be acceptable * * * Many medical schools keep their doors
open through the profits generated by their faculty ?rom patient
care fees * * *.”

At a symposium on graduate medical education held in Atlantic
City on October 14, 1968, Mr. Arthur E. Hess, Deputy Commissioner
of Social Security (and Director of the Bureau o H{alth Insurance
during medicare’s initial days) discussed the question of compznsation
of the teaching physician under medicare. After pointing out that the
consultant group appointed by Social Security to advise them on the
matter was “‘composed of representatives of medical education and
various physician organizations”, Mr. Hess noted that the function
of the group was ‘“to consider the extent to which the services of
the teaching physician could be viewed as a medical service to the
patient personally and hence a service chargeable on a fee basis.” ®

As Mr. Hess pointed out, the advisory group did not fail to recog-
nize the advantages of reimbursement under medicare. Commenting
on the group’s work he said:

“During the discussion they emphasized that payment of such
charges would not only provide compensation for the valuable
medical care furnished but that it could provide needed financial
support for medical education, thus benefiting patients generally.
They also recognized that the elderly could not attain the same
status as other insured patients if they were not provided the
means of paying their own way.” (Emphasis supplied.)

Mr. Hess then noted that: “These considerations were persuasive
and were taken into consideration in formulating the regulations.”

That teaching hospitals and medical schools are chronically hard
pressed for funds almost goes without saying. Congress has recognized
the financial problems o? those institutions and assisted with appro-
priations aggregating many hundreds of millions of dollars.

However, it 1s another question entirely, as to whether the Nation’s
aged should also be asked to subsidize medical education with many
millions of dollars from their part B premium payments. This latter
subsidization takes place without the benefit of the orderly procedures
of justification and assignment of priorities which are part and parcel
of the regular appropriation process.

Medicare Payments Differ Sharply From Usual Fee-For-Service Payments

With respect to the elderly attaining ‘“‘the same status as other
insured patients,” it could almosu be said that they have surpassed
that. Fees charged medicare for services of teaching physicians to
institutional patients have generally been comparable or identical to
those charge({) or chargeable by the teaching physician for the more
extensive time and services he renders in care of a private patient.
Yet, the fees paid to the teaching physician by his private patients
if he is also in the usual private practice—in contrast to those for the
institutional patient—are not routinely routed back to the hospital or
medical school-—they are usually retained by the physician. The fee
assessed againsi medicare with respect to the aged institutional patient
on the other hand is afforded the singular privilege of being converted
into a subsidy for the teaching hospital or medical school. If the

5In retrospect, the establishment of an advisory body, consisting solely of those who
could benefit from thelr own recommendations, with a mandate to determine how the

Government would pay them for services, which had previously not been paid for, was a
decision somewhat lacking in judgment.
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 medicare institutional patient’s care is identical with that of the
private patient, as some advocates of these supervisory subsidies con-
tend, why should one type of payment often go one way and the other
in a different directiong

There are additional aspects to the hospital’'s concern with
collection of fees for physicians’ services. First, while part B
requires the beneficiary to pay at least 20 percent of the charges for
doctor care, there is little evidence that beneficiaries are being routinely
billed or collection sought with respect to charges for the services of
supervisory physicians. Obviously, therefore, such charges are not
treated on the same basis as private physicion billings.

Secondly, there arise questions of duplicate payment by medicare
for physicians’ services in connection with a ’lgiven beneficiary who is an
institutional patient in a teaching hospital. The costs of the interns and
residents who may provide the bulk or all of his institutional care are
reimbursed as a part A hospital expense. The teaching physician,
assigned as attending physician, may then come along and bill his
“customary and prevailing” fee under part B for that patient’s care.

The Week for Hospitals, a publication of the American Hospital
Association, In its issue for November 7, 1969 contained an item
quite pertinent to the ‘“double-payment” question:

DEeAN OvutnLiNes TeacHING HospiTaL Parapox

The contradictions involved in using patient care funds for
teaching purposes were outlined by Robert Ebert, M.D., dean
of the Harvard Medical School, at the annual meeting of the
Association of American Medical Colleges. Cautioning against
the possibility of making double third-party payments to teaching
hospitals, he said: ‘. .. some of the best teaching services
advertise that substantial responsibility is delegated to interns
and residents. Now the same teaching service must insist that
it is really the visiting physician who has the responsibility.
. . . It is difficult to make these two arguments sound convincing
when they are made simultaneously by the same person.”

Staff Recommendation

. The staff is aware that the involvement of teaching physicians in
direct patient care varies with respect to a given patient from none to

rg— -
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extensive. We also recognize that charges were normally not made nor
payment anticipated, by teaching physicians for institutional patients
prior to medicare.

The staff concludes that there is no justification under the present
medicare statute for reimbursement of supervisory physician services
to an institutional patient in a teaching setting and that there is no legal
obligation on the part of the patient to pay hm for those services.

For those reasons, we recommend that this type of reimburs:ment be
terminated until such time as Congress cleargr and specifically ex-
presses an intention to reimburse for these services and specifies the
criteria under which they will be reimbursed.®

°In the event the committee desires to explore this possibility prospectively a reasonable
structure for such panyments might include the elements outlined below. Almost by defini-
tion, the supervisory physiclan, regardless of how much or how little direct patient care he
renders, essentially functions in a teaching or instructional capaclity with respect to
ingtitutional patients. Medicare now relmburses under part A for that portion of his salary
or stipend attributable to administrative and teaching responsibilities. The portion of
time ﬁresumahly spent in functioning as a supervisory physician has been reilmbursed under
part B usually on a fee-for-service basls. It 18 the latter which has been the source of abuse
and overpayment,

No matter how detailed or well-devised a reporting form might be constructed to provide,
on paper at least, a minute breakdown of the specific professional components—intern,
resident, supervisory physiclan—of the in-hospital medical care provided to an institutional
patient, medicare has no effective mechanism for checking the validity of the answers.

Recognizing this problem, and recognizing, also, that any effective method of reimbursing
for “supervisory ' services should be self-contained and self-policing, we would suggest for
consideration the following approach to payment for the services of supervisory or teaching
physiclans to institutional patients :

1. Such costs should be recognized and pa‘i'nble only under part A and only where the
physiclan is compensated on the basis of a1 fixed reasonable salary or stipend payable at
regular perlodic intervals by the institutlon (or medical school) and only to the extent of
such salary or stipend actually paid. No fees for service should be payable under medicare.

2. The costs should be payable 100 percent under part A.

3. Payment should be made by medicare only to the extent of ity proportionate share
of such costs and only where all patients are required to pay for such services in an insti-
tution and bona fide efforts are made by the institution to collect from all patients.

4. Subject to the above limitations, relmbursement should be authorized to a teaching
institution only if and only in the same degree or proportion that such supervisory services
are relmbursable under the most widely-held contracts or policies issued by the non-govern-
mental third-party payer whose payments are the largest for that hospital 3 services, or by
the part B carrler in the area concerned, and only if hoth organizations, if different, make
such puyments when such supervisory services are provided to their own policyholders
or subsicribers on the same basis and under the same conditions for whichk payment is
requested for medicare beneficlarics,

Where the supervisory physician is a part-time teaching physician who is compensated
for medicare institutional patients in accordance with the conditions of 1 through 4 above,
he should not be precluded from billing on a ‘“‘fee-for-se ‘vice basls’ under part B for other
medicare beneficlarles who are bona fide “private patients.”” These would ordinarlly con-
sist of patients who were seen by him in his office prior to hospital admission ; for whom he
arranged admission to the hospital; who were visited and treated by him durlng their
hospital stay; who would ordinarlly turn to him fsr follow-up care after discharge from
the hospital ; and who are legally obligated to pay the charges bllled, including deductibles
and coinsurance, and from whom collection of such charges is routinely and regularly
sought by the physician. Of course, appropriate safeguards should be established to preclude
fee-for-service payment on the basis of pro forma or token compliance with these private
patient criteria.




CHAPTER SEVEN

LARGE PAYMENTS TO HEALTH CARE PRACTITIONERS
Data on Practitioners Receiving More Than $25,000 in 1968

The Appropriations Cor.imittee of the Senate annually secures and
publishes a listing of those to whom payments aggregating $5,000
or more, are made by the Department of Agriculture. Additionally,
where crop support and other Agriculture Department payments
aggregate $600 or more, those amounts are routinely and regularly
reported to the Internal Revenue Service.

Against that background, the staff requested the Department of
Health, Education, and Welfare to prepare two listings: first, a list
of all health care practitioners paid $25,000 or more directly or
indirectly under one or more of the welfare health care financing pro-
grams (principally medicaid); and second, a similar listing of all
physicians paid $25,000 or more by medicare in 1968. Each of these
practitioners was to be identified by name and address; total payments;
medical specialty; group or solo practice; and number o} ifferent
medicare or medicaid patients treated. The amounts paid include
anments made directly to the practitioner through assignment of

enefits to him by patients, as well as payments made to medicare
patients on the basis of that practitioner’s bills to them.

It was believed that the medicare and medicaid lists would be helpful
in evaluating and screening the range and types of payments to those
receiving substantial s"ms of public money as well as the effectiveness
of claims control prc~edures.

Physicians Listed

Prior to actual collection of the information, social security personnel
estimated that the number of physicians paid $25,000 or more by
medicare would probably be 2,200 or 2,300. The list, still incomplete,
consists of almost 4,300 physicians—almost double the estimate of the
Bureau of Health Insurance. As tables 3 and 4 indicate, the staff
was careful to request that individual practitioners be distinguished
from group practitioners.

In the case of medicare, the data gathered by the Bureau of Health
Insurance for the committee is incomplete. In all probability, at
least 5,000 individual practitioners were paid $25,000 or more in 1968.
As the explanatory attachment to the tables notes, the numbers of
different physicians receiving large payments is understated. A
substantia{) number of medicare carriers and some States experienced
difficulty in determining and providing the basic data requested. In
the case of medicare, there were carriers who initially refused to
identify even for the Department of Health, Education, and Welfare
the names of those to whom these large payments had been made.
Those carriers became more responsive to the request for information
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following communication to them of some rather basic viewpoints
and alternatives suggested by the chairman of the Finance (fom-
mittee and the Social Security Administration.

Data were purticularly inadequate with respeet to medicaid pay-
ments in the two States-——New York and Cnlilorniuwwhi(-h aceount
for the lion’s share of medicaid expenditures. New York City, for
example, could not identily the number of different welfare recipients
provided serviees by a given practitioner nor could they tell whether
the practitioner was in solo or group practice.

Following receipt of the medicaid pnyments data, the staff submitted
the information to the Bureau of Health Insurance with a request for
the amounts, if any, paid under medicare to each physician who had
received $25,000 or more from medicaid. The combined payments
tables -admittedly incomplete-——appear as appendix B, p. 163. Physi-
cians are identified solely by code number and State. As will be noted,
a substantinl number of physicians each received puyments nggregat-
ing $100,000 or more from the two programs. S

"ables 3 and 4 which follow indicate the numbers of physicians in
private practice who each received $25,000 or more from medicare in
1968, us well as puyments of $25,000 or more to groups. The tables are
incomplete and partial ~partienlarly inasmuch as the }fm'm w of Health
Insurance and the carriers were unable to identify total medicare pay-
ments to thousands of hospital-based radiologests, pathologists, and
anesthesiologists. The duta is provided by State and by range of
payments. Additional tables in appendix A, p. 151, present further
refinements of the data by medical specialty, number of beneficiaries
treated, place of treatmont, average payment, and so forth. The
amounts paid are, in the main, after subtraction of dednetible and
coinstirance pavments required to be paid by the beneficiary to the
physician. For that reason, it is necessary to add at least 25 porcent
more to the medicare pavments actually listed in order to determine
the total payments to physicians by medicare and by the beneficiary
patients.

More Detailed Profile Data Indicate Possible Abuse and Fraud

The staff requested additional payments data for 1,600 of the 4,300
individual physicians who were i(,entiﬁcd as having heen paid $25,000
or more under medicare. These were physicians who, based upon avail-
able data, appeared to have somewhat unusual patterns of practice,
such as high proportions of care rendered in the form of nursing home
or hospital visits or where unusually high amonnts were paid for labora-
tory or X-ray services, and so forth. Those selected for further sereen-
ing consisted primarily of physicians with particularly high payments
totals such as $75,000 or more. Unfortunately many carriers were
unable to reply fully or respond in usable form with respect to the
payments profile data request submitted to them. For the benefit of
the committee, reproduced below is an actual completed payments
profile for an individual doctor submitted in response to the staff’s

request.



TasLE 3.—Physicians reimbursed $26,000 or more under medicare during calendar year 1968: Number of physicians, by
Stuie, and amount reimbursed (excludes physicians known to be in group practice)

Number of physicians by amount reimbursed (in thousands)

All

physi- 100 to 125 to 150 and
State clans 23t0208 3010349 35t030.0 401044.9 45t040.9 30to74.9 75t099.9 4.9 149.9 over
All States. . .o .o ._ .. 4,284 1, 595 960 Hh52 340 228 432 111 40 10 18
Alabama. ... .. ...... 83 39 21 3 b} 4 7 1 |
ALK e e e
Arizont oo oo ... 19 7 2 2 3 3 1 ) R
ArKANSAS. oo oo oo 37 14 11 3 3 .. 5 | I
California_ .. ... oo .. 370 176 64 a3 20 18 25 11 SN
Colorado. . - - oo 49 18 12 9 4 1 5 T D
Connecticut_ .. ... _______ 65 37 9 11 5 2 | R
Delaware. . ... ... ... ... 5 3 2 e i
District of Columbia...__._._.___. 21 9 i) U
Florida. ... ... ... 879 226 178 96 70 64 160 48 23 7 7

Georgia. .. ... ... 75 36 15 7 5 6 4 )
Hawaii_ ... ... .. 4 K ) OO
Idaho..oo ... 6 1 3 1 U
Iltineids... . ... 247 95 51 39 18 14 22 5 8 .
Indiana. ... 23 11 6 4 ) N ) OO RO
Towa. oo oo .. 62 25 14 9 3 3 6 2 .
Kansas_ ... . ... ______.. 16 10 3 2 b e
Kentueky__ . ... ._... 41 16 6 9 7 2 | PR UIN
Louisiana_ _ ... ____________._.___. 14 8 L R SR
aine. . ... 11 8 2 ... L e e
Maryland. .. .. .. ____ 39 21 8 3 4 1 1 R
Massachusetts. _____.____.__...__. 86 28 32 15 7 1 1 ) I 1
Michigan. .. ______ ... ______ 51 18 13 8 6 2 3 ... |
Minnesota_ __ ... ___._.___._. 81 30 20 14 ) 4 5 b2, 1
Mississippie . ovov oo o 40 13 1 6 3 1 I

See footnote at end of table.



TanLE 8.—Physicians refmbursed $26,000 or more under medicare during calendar year 1968: Number of physicians, by
State, and amount reimbursed (excludes physicians known to be in group practice)—Continued

Numnber of physiciang by amount reimbursed (in thousands)

All
physi- 100 to 125 to 150 and
State cians  Bto 200 0tMHN 3510309 0to4y 4501 174y T5lowy 124.9 149.9 over
Missouri. .o ... 166 66 42 18
Montana.._ ..o oo 4 1 2 1
Nebraska . oo oo 44 13 10 7
Nevada. o oo e eeee e 7 2 | S,
New Hampshire. .. ... .__..____. 6 2 2 1
New Jersey.. oo coeeooocmoaan. 345 111 88 56
New Mexico 2 | 1
New York. oo oooe oo 392 152 94 48
North Carolina 45 15 12 9
North Dakota 12 3 3 4
Ohio. e 90 40 25 8
Oklahoma.. . ... ... 36 18 9 6
Oregon._ . . .. 17 6 5 3
Pennsylvania_ ... ____.____________ 118 45 29 13
Rhode Island._ ... ... ... __.__.. 26 12 6 4
South Carolina._ ... .. _.._....._. 17 8 3 2
South Dakota. .. ... . ...__. 8 2 3 1
Tennessee. - .« oo oo 81 39 17 8
X8 e e eeeeemas 370 135 72 37
Utah. e 10 6 1 3
N O MIONY L e e e e et e e e mm e m i m e m e m e m e e e e mmm—— e m—— e —————m————————
Virginia__ ... 33 12 9 5 ) I 3 2 | S
Washington. . _______.___________. 21 7 7 3 1 1 2 e
West Virginia_ . _______._______._. 19 8 3 3 2 1 D
Wisconsin. ..o, 77 31 22 10 5 4 D e e e
Wyoming. ... oo . 1 U
Puerto Rico.____ ... _.._.__.... 5 2 1 ) P
Travelers-Railroad. ____._._______. 8 5 1 e e

1 Totals for Vermont included in totals shown for New Hampshire.



TaBLE 4.—Number of group practices reimbursed $26,000 or more under medicare during calendar year 1968 by State
and amount reimbursed !

Number of physiclans by amount reimbursed (in thousands)

All
physi. 100 to 125 to 150 to 200 and
State clons  25t0209 30to 39 35to 300 40todd0 45to 400 B50to 749 75lo w0 124.9 149.9 190.9 over
All States___._._... 0905 203 145 91 56 58 152 69 27 23 25 56
Alabama.___._._.__....... 10 1 1 2 | I, | R 1
A KO e e e e e e e e
Arizona_. ... ... _....... 11 5 D e ) PR
Arkansas. .. ..o cooeee. 29 5 5 2 3 3 5 3 2 . 1
California___._._._.__..... 156 30 27 14 10 6 25 17 ] 3 9 12
Colorado... . ..o...._... 3 ) 1 ... ) U
Connecticut. . ..o 7 2 o | S 2 e
Delaware. . .o ocneeeao. . ) IRt D
District of Columbia...... 17 4 3 2 1 2 2 ) R 2
0 0 o 4T U
GeOTgIaA ot O N
Hawaii. ... ... .._..
Idahooo oo oo ...
Minois... ... .. ...
Indiana. ... ... _.____.__.
Towa. oo,
Kansas. ..
Kentucky
Louisiana
Maine... .. ... ........
Maryland 2 1
Massachusetts. ... _....... 37 8 9 4 1 4 6 | 2 ... 2
Michigan. ... ——-- 6 1 1 | N 2 et e ) R,
Minnesota. .. ——— 68 19 11 4 4 5 ] 5 3 1 2 5
Mississippi- .- ..o ... 6 1 1 ) SR p PRSP,



TapLE 4.—Number of group practices reimbursed $256,000 or more under medicare during calendar year 1968 by State
and amount reimbursed '—Continued

Number of physicians by amount reimbursed (in thousands)

All
hysi- p

State pch):ns 260209 30t03H9 350300 40toddd 45to 4y 50to74H  75to 9 ]324?8 l‘%‘!’t‘g lfgofg m:;le?
Missouri. . oo oooiiooaaes 18 ] 4 6 1 1 4 | N
MM AN - e e c e e e cememmeaeemem e meeaaan VU
Nebrask -« - occeemannns 14 2 | O 1 1 3 2 3 . | R
Nevada oo ooceimnnanann 2 T et e e e T T T e T
New Hampshire..__._.... 9 2 1 3 R ) 1
New Jersey . ocecoceaooaao- 3 p P | 1 R 2 ..
New Mexico. .. oo oeoaeaoo K R | R | 1
New York. . oeooaoooaee 18 4 6 2 2 - 3 L e e eec———maa
B 0 o A 1RO w o) L1 7+ Y UG UL USRI
NOFEh DK A - - - o e e o oo o e e mmeammmm e m e e e e e me e s Mmoo e maemameaneaamaaen———
(0] 1113 S 46 16 5 4 5 3 6 5 1 | IR
Oklahoma. ... ... ... ... 9 3 1 1 . 2 ... ) R | S
Oregon. .. _._._.o._... 23 8 5 3 1 2 1 : Z
Pennsylvania. ... __.__..._. 35 7 6 7 4 3 5 oo | (R, 1 1
Rhode Island..........__. 6 4 o eeiciieaae 1 | P
South Carolina. .. ......_. U ) U
SOt DAKObA - - - - o o e e e e e e m e me e eemm e mmecmemmemeeeeaseeaemeemeememeeeemamemm—eoan-
Tennessee. - o v cewecnnnn- 22 4 2 3 2 2 5 2 o eeeeeea 1 1
TeXaS. e oo emececeeemme - 88 9 9 6 8 5 22 9 5 2 3 10
L 0171 U 9 1 | S 2 1 K S, | SO
VOFMIONG 3o o o o o e e e e e e e e e e e e e e e e e e e mmmemmm e emmemem—a—eaeem—mee—mceemeeamemmemmmmmemememmme e —————n— =
Virginia_.._....._.__ e 17 4 3 1 1 1 2 2 .. 2 |
Washington. . .........._. 35 11 6 2 1 2 0 1 | 2
West Virginia_......_..... 5 ) ISP 2 1 oo oe |
Wisconsin. .. oo ceeveeuanana 25 4 6 5 1 1 2 E S 1 2
Wyoming_ ... ... ... | S, e e e e e e m e m e m e ——mm—
PUCrtO IGO0 o oo e e e e e e e e e mr e ammememememamee—memem— e emae—esmesmamemee-emmeemeam—caoca
Miscellancous. .. .. ..._... 21 6 2 SN 2 2 2 ... | [, 3

! Represents number of clinics and group practices so Identificd in Social Security ? Included i1 New Hainpshire.
records. Number of individual physicians represented is not known.
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The services provided, their frequency, and the amounts hilled
vielded this physician—-a general practitioner—almost $118,000
n 1968 for taking care of 300 medicare patients.

Based upon partial analysis of the total data returned, the staff
believes that the majority of physicians for whom information was
requested with respect to medicare or medicaid us presently struetured,
have dealt fairly with these Federal programs and with the Federal
Government. However, hundreds of the payments profiles indicate that
the physicians involved may be abusing the programs. For example,
we found many general practitioners each paid $15,000, $20,000 or
more for laboratory services. We found payments being made for in-
ordinate numbers of injections. In many cases we found what appears
to be over-visiting and gang-visiting of hospital and nursing home
patients.

SECTION B.—MEDICARE REIMBURSEMENT AND PATIENT
PROFILE

¢ . Number  Number
Allowed of of
charges  patients services

Ty pe of service

PHYSICIAN IDENTIFICATION:
NO. 002504

1 Total e 117, 824, 50 300 14,338
Less deduetible and coinsurance..__ ... ___. 33,978. 14 _______________.
Amount reimbursed. ... _________._.. 83,846.36 ____.____.._....
2. Visits:
A, Office visits. . ... 8, 167. 00 208 1, 355
B. Home visits. ... ... ... ... 1, 620. 00 29 154
Nursing home visits. ... __..___...._ 83, 020. 00 104 8, 332
C. Hospital visits_ .. _____.._._._.. 8, 509. 00 69 1,378
D, ECF visits. ... ... 00 s
E. Outpatient clinie visits. .. _______. - 00 Lo
3. Surgery:
A, Surgieal ... .. 679. 00 19 21
B. Assistant surgery. ... ... _..._..... 505. 00 9 9
4. Laboratory tests_ ... ... _ ... 10, 461. 00 208 2, 136
5. Diagnostic X-ray. .. . .. _..._. 714.50 69 76
6. Therapeutic X-ray. ... _______.___.__. 00 L.
7. Physiotherapy. ... ... . ...... 00 L
8. Injectable drugs:
A. Injectiononly._ .. ... ... 3,731.00 158 840
B. Office visit with injection___._____. 188. 00 7 19
C. Home visit with injection_.__..____ 10. 90 1 1
9. Psychiatric counselling. ... _.__._.__.... 00 .
10. All other:
A. Consultations_._....___.__._.___... 15. 00 1 1
B. Allother ... . . . ... ... 205. 00 12 16




88

Regular Reporting of Profile Information Basic to Proper
Administration

In sum, it appears absolutely necessary that each carrier under

medicare and each State’s medicaid administrator be required to
‘regularly compile and evaluate basic payments profile information
with respect to each health care practitioner. The questionnaire de-
voloped by the staff undoubtedly can be modified and improved
into n more effective screening device. Nonetheless, the kinds of data
requested in the stafl’s rather elementary questionnaire are those which
tend to indicate patterns of overutilization and overcharging.

Shortcomings exist with respect to the present capucity of the
Government and its agent-carriers to undertake complete and pro-
fessional evaluation and followu[') on their own of the specific data

athered on thousands of henlth care practitioners who were paid
arge sums under medicare and medicaid. It might be appropriate,
therefore, to consult with and enlist the support of all professional
organizations concerned which might be helpful in evaluation and fol-
low-up programs, However, procedures which involve peer review by
professionui‘ associations should not be undertaken without precise
spelling out and assurances that such review will be comprehensive
and effective—not paper and token. In this connection, John Veneman,
Under Secretary of HEW, indicated to the committee in his testi-
mony, the type of pitfall to be avoided when he noted that: “. . . too
often peer review becomes peer justification.”

The staff would also suggest that each State be routinely and regu-
larly provided medicare payments profile data with respect to phy-
sicians practicing in that State. Such information would enhance the
State’s utilization and cost control capacity in its medicaid program
inasmuch as many physicians serving medicare beneficiaries also

care for medicaid recipients.



CHAPTER EIGHT

INCENTIVE REIMBURSEMENT METHODS FOR HOSPI-
TALS, EXTENDED CARE FACILITIES AND PHYSI-

CIANS UNDER MEDICARE

With a view toward spurring increased efficieney and economy in
the medicare and medicaid programs, the staff is working to perfect
an incentive reimbursement system. We believe that effective in-
centives to improved performance will result if better-than-average
performance is rewarded with a money payment-the better the
cost control the larger the payment. This premise parallels (if it is
not the snme us) that underlying the competitive enterprise system -
better performance and efficioncy of operation yield higher returns,

We believe alse that to be workable an incentive reimbursement

system must recognize the role of the physicien as the key to con-
trolling major portions of health care costs. It is the physician who
determines whether o patient is to be hospitalized or placed inan
extended eare facility, It is the physician who determines the patient’s
fength of stay in a health care institution or a hospital. l’t is the
shysician who orders the endless variety of costly services - sueh as
X-rays, luboratory services, and drugs —which are provided to the
hospitalized patient.
The theory on which onr work is progressing involves a sharing
with the providers of health eare of a portion of the savings to the
medicare program growing out of their increased efficiency and
greater control over utilization in the futu™ as compared to the first
3 vears of operation of medicare.

We also believe that to be effective, an incentive plan must include
a disincentive to continued poor performance.

It is our hope that our recommendation for an incentive reimburse-
ment system can be submitted to the committee at an early date
and that it will stimulate the public discussion and consideration
which must precede serious legislative action on so important and

sensitive a mattor.

—Paqt,_ Q_g \B'Qf\k

(89)
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CHAPTER NINE
CERTIFICATION OF EXTENDED CARE FACILITIES
The Original Congressional Concept

With the inclusion of posthospital extended care benefits under
medicare, the Congress introduced a new concept into the hospital
insurance program; an alternative, less costly institutional setting for
the provision of medical care. The Finance Committee report in 1965
stated (pp. 30-32):

“C.‘m-c in an extended care facility will frequently vepresent the
next appropriate step after the intensive care furmshed in a
hospital and will make unnecessary what might otherwise pos-
sibly be the continued oceupancy of a high-cost hospital bed
which is more appropriately used by acutely ill patients,

“x % The hospital-transfer requirement is intended to help
limit the payment of the extondml«cure benefits to persons for
whom such eare may reasonably be presumed to be required in
connection with eontinued treatment following inpatient hospital
care and makes iess likely unduly long hospital stays. * * ¥

“Extended cure facilities would also be required to satisly a
number of conditions necessary for an mstitutional setting in
which high quality convalescent and rehabilitation care can be
furnished. These include conditions relating to the provision of
around-the-clock nursing services with at least one regmstered
nurse employed full time, the availubility of a physician to handle
emergencies, the maintenance of approprinte medical policies
governing the fucility’s skilled nursing care and related services,
methods and procedures for handling drugs, and utilization re-
view. In addition to the conditions specified in the bill, the Secre-
tary would be authorized to prescribe such further requirements
to safeguard the health and safety of beneficiaries as he may find
necessary.”

The concept is suceinetly restated in u recent Social Security Ad-
ministration directive to intermediaries (Bureau of Health Insurance
Intermediary letter No. 370, April 1969, p. 2):

“Concept of Ertended Care.~—The term ‘extended’ refers not to
provision of care over an extended period, but to provision of
active treatment as an extension of inpatient hospitul care. The
overall guide is to provide an alternative to hospital care for
patients who still require general medical management and skilled
nursing care on a continuing basis, but who do not require the
constant availability of physician services ordinarily found only
in the hospital setting.”

Initial Estimates of Number of Qualified Facilities
While no precise figure was calculated, it was assumed by the Social
Security Administration that about 2,000 institutions would be able to

(91)
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qualify as extended care facilities during the first year of the medicare
program. The originul nctuarial estimate of the cost of posthospital
extended care benefits included in the 1965 administration bill uxsumed
that hospital insurance enrollees would spend 0.16 days per beneficiary
in extended cure facilities in 1967; that “benefits will be provided in
accordance with a strict interpretation of the language ir. the bill”;
that the utilization rate would nerease as additional facilities qualified
as ECF’s until un ultimate rate of 0.31 days per year per beneficiary
was reached.

The insurnpce industry projected a utilization rate more than
siXx times as great in 1967-~1.01 days per vear per beneficiary. The
industry based this on a concept of posthespital extended eare hene-
fits more closely related to the kind of skilled nursing home care
henefit that had been provided under the Kerr-Mills program than to
the type of benefits actunlly enncted. The legislative history makes
clear that the Congress adopted a strict definition of post-hospital
extended care henefits-—as reflected both in the language o the com-
mittee reports and also in the finuncing of the hospital insurance
program, for which cost estimates initially ineluded only $25 million
to $30 million for extended care benefits,

Extended Care Iacility Standards High—On Paper

The “conditions of participation” (qualifications needed by an
institution to be certified for medicare) for extended enre facilities
were tightly drafted with reasonably high quality standards, in
conformity with the law and congressional intent. In the Social
Security Administration’s regulations, each “condition of participa-
tion” had included standards, and explanatory factors to be used in
ovaluating whether the standards had been met. For example, the
condition of participation for nursing services requires a number of
standards, three of which are quoted below (60 CFR 405.1124).

“(e) Standard; 24-Hour Nursing Service —There is 24-hour nursing
service with a sufficient number of nursing personnel on duty at nﬁ
times to meet the total needs of patients. The factors expluining the
standard are as follows:

“(1) Nursing personnel include registered professional nurses,
licensed ()mcticn nurses, nides, and orderlies.

“(2) The amount of nursing time available for patient care is
exclusive of nonnursing duties.

“(3) Sufficient nursing time is available to assure that each

patient—
“(i) Receives treatments, medications, and diet as

prescribed;
“(ii) Receives proper care to prevent decubiti and is kept
comfortable, clean, and well groomed;
“(ii)) Is protected from accident and injury by the
adoption of indicated safety measures;
“(iv) Is treated with kindness and respect.
‘“(4) Licensed practical nurses, nurses’ aides, and orderlies are
assigned duties consistent with their training and experience.
* * * * * * *
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“(g) Standard; Dietary Supervision—Nursing personael are aware
of the dietary needs and food and fluid intake u%putionts. The factors
explaining the standard are as follows:

“(1) Nursing personnel observe that patients are served diets
as preseribed.

“(2) Patients needing help in eating are assisted promptly
upon receipt of meals,

“3) Aduptive self-help devices are provided to contribute to
the patient’s independence in cating.

“(4) Food and fluid intake of patients is observed and devia-
tions from normal are reported to the charge nurse. Persistent
unresolved problems are reported to the physician.

“(hy Standard; Nursing Care Plan--There is a written nursing care
plan for each patient based on the natvre of illness, treatment pre-
scribed, long und short-term goals and other pertinent informnation.
The factors expluining the standard are as follows:

“(1) The nursing care plan is a personalized, daily plan for
individual patients. It indicates what nursing care is needed, how
it cun best be accomplished for each patient, how the patient likes
things done, what methods and approaches are most suceessful,
ated what modifications are necessary to insure best results.

“(2) Nursing care plans are available for use by all nursing
personnel.

“(3) Nursing care plans are reviewed and revised as needed.

“(4) Relevant nursing information from the nursing care
plan is included with other medical information when patients

are transferred.”

Wholesale Certification of Facilities

Despite the high standards for extended care facilities, in the netual
process of certifying fucilities, nursing homes were not required to fulliy
meet the conditions of partiecipation. Rather, in applying these stand-
ards, all that has been required is substantial compliance and progress
toward full compliance. The basic approach of the Social Security
Administration was to attempt to cortify as many nursing homes as
yossible as extended care facilities. In his First. Annual Report on
Medicare, the Seceretary of Health, Education, and Welfare stated
(pp. 34-35):

“State agencies mailed applications to over 13,000 nursing
homes in mid-1966. They began immediately to make followup
contact to provide advice and assistance to facilities whie
needed help in meeting the conditions of participation. By
December 1966, nearly 6,000 facilities had liled applications,
onsite surveys were being completed, and the other steps in the
certification process were well underway.

* * * By January 1, 1967, when the extended care benefit
provisions went into effect, approximately 2,800 facilities were in
substantial compliance with the conditions of participation.

* * * By July 31, 1967, as a result of the assistance provided
by the State agencies, an additional 1,400 facilities had been
approved for participation. This brought the total number of
participating extended care facilities to 4,160.”

The key phrase in the Secretary’s report is ‘‘substantial comglinnce,’ !
and this phrase permitted many of the high standards to be disre-
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garded more often than they were applied in the certification process,
Some facilities were certified ns in “substantinl complinnee” which
could not, by any reasonable criterin, be considered to be without
significant deficiencies. By July 1967, only 740 of the extended care
facilities which had been eertified fully met the conditions of participa-
tion while 3,210 were considered to be in “substantial compliance”
with the regulations— that is, they fell short of meeting the stand-
ards—many falling very far short. Another 210 facilities as of that
dute were unable to even meet the requirement of having n qualified
charge-nurse for each tour of duty.

Few Facilities Have Moved From “Substantial’ to Full Compliance

Although the goal of the Socinl Security Administration in 1966 huwd
been that institutions in “substantinl compliance” with the stundards
would be expeeted to progress to full compliance, the experience to
date demonstrates that this expectation has not been fulfillad, and that
most ECEFs continue to full short of meeting the stundards of eare
Congress intended when it enacted the medicare program. Between
July 1967 and July 1968, the number of extended care facilities in full
compliance increased from 740 to 1,350, About two-thirds of the in-
crease represented facilities moving from “substantial” to full com-
olinnce; the remaining 200 were facilities certified for the first time,

etween July 1968 and Julv 1969, the number of facilities in full
compliance grew only slightly, from 1,350 to 1,374,

'l‘}ms only ubout one-eighth of the 3,210 fucilities not in full compli-
ance in July 1967 were able to achieve full complianee within the next 2
years. The vast majority remain in the “substantial compliance”
category.

Benefit (Costs Soar

The 1967 cost of extended care benefits in fucilities fully meeting the
stundards was about $50 million, the upper figure in the actuary’s
initial estimate made in 1965 (he estimated a first-year cost of $25
million to $50 million, assuming u tight definition of “extended care
facility” us in the law). But about fonr times that amount was also
spent in 1967 for benefits in facilities not in full compliance with the

standards.
Certification Granted Facilities Failing To Meet Even Minimum Nursing
Care Standard
Apart from the facilities in full compliance and those in subst n-
tial compliance a third category of certified extended care facilities
deserves special mention. The Social Security Act (see. 1861(j)) de-
fines an “extended care facility” as an institution (or a distinct part
of an institution) which—
“(2) has policies, which are developed with the advice of (and
with provision of review of such policies from time to time by) a
group of professional personnel, including one or more physicians
and one or more registered professional nurses, to govern the
skilled nursing care and related medical or other services it pro-
vides;
* * * * * . .
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“(6) provides 24-hour nursing service which is sufficient to
meet nursing needs in accordunce with the policies developed
a8 provided in paragraph (2), and has at least one registered
professional nurse employed full time;”

The conditions of participation require that there be “‘ut least one
registered professional nurse or qualified licensed practical nurse who
i8 o graduate of a State-upproved school of practical nursing on duty
at all times and in charge of the nursing activities during each tour
of duty.” (20 CFR 405.1124(d)). It is difficult to understand how
any facility not meeting this minimum nursing care standard could
provide extended care benefits, defined in the regulations as intended
“for those persons who, though they no longer require the level of
intengive care ordinarily furnished in a general hospital, continue to
need for medical reasons a level of care entailing medically supervised
skilled nursing and related services on a continuing busis in an insti-
tutional setting.” (20 C'FR 405.1101(d)(1)).

Despite the law and the standards, the Secretary of Health, Educa-
tion, and Welfare expluained in his First Annual Keport on l\/ie(licare,
published in 1968 (pp. 34-35) that:

““T'he shortage of nursing personnel posed problems for many institu-
tions. For that reason, the guidelines for certification permitted, in
some instances, temporary conditional certificntion of facilities which
were found to be delicient in meeting the requirement that they have
at least one registered professional nurse or qualified licensed practical
nurse (a graduate of a State-approved school of practical nursing) on
duty at all times and in charge of nursing activities during each tour
of duty. Such conditional certification of extended care facilities ex-
pired on April 1, 1968. Of the 250 facilities granted such conditional
certification, over 200 now meet the requirements for regular certifica-
tion; others have withdrawn as providers or have had their participa-
tion terminated.”

During this conditional period, some $10 to $20 million was spent
on payments to extended care facilities not meeting the minimum
nursing care standards. It should be noted that despite the Secretary’s
statement quoted above, 10 facilities still were conditionally certified

in July 1968. )
The numbers of facilities in each category are shown in the table

below:

July 1967 July 1968 July 1068
In full compliance with the standards. . 740 1, 350 1,374
In “substantial compliance’” with the '

standards_____ . __________.._. 3, 210 3, 340 3, 402
Certified despite failure to obtain qual-
ified charge-nurses for each tour of

duty ...l 210 10 ...

Total certified. ... .. .___._. 4, 160 4,700 4,776

The staff recommends that certification of facilities with defi-
ciencies—other than those of an insignificant and minor nature—be

prohibited.
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Certification Loophole Permits Maximum Medicare Reimbursement

The Social Security Act permits an extended care facility to be
either an institution or a ‘‘distinct part” of an institution. This
was intended to permit designation of & wing or other portion of a
facility as an extended care facility, where either a hospital could
provide less intensive (und therefore less expensive) medical care or a
nursing home had a distinet infirmary section with a high level of care.
The most recent figures show 660 such “distinct parts” of hosnitals
certified as extended care [acilities.

But this provision of law has been used in another way. About
300 nursing homes have had a portion of their institution certified
as an ‘‘extended cure facility.” The vast majority of these ‘“‘distinct
sart” ECF’s are not in full compliance with the standards. In his
évcond Annual Report on Medicare, published in 1969, the Secretary
states (p. 64):

“The proliferation of ‘distinet part’ extended care facilities
is a matter which has caused some concern. Complex reim-
bursement and other administrative problems are sometimes
involved where part of an institution is certified as an extended
care facility while the remainder is left outside the medicare
program. To remedy this, new rules on establishment of ‘distinct
arts’ are being considered to allow for partial certification of an
nstitution only where there is a genuine difference in levels of
care based on medical needs of tﬁe patients, and not artificial
breakdowns established principally to secure reimbursement
advantages.”

To our knowledge no action has been taken to date on the remedy
recommended by the Secretary, and nursing homes continue to in-
crease or decrease the number of “extended care” beds so as t maxi-
mize medicare reimbursement. At present, there need be no physical
separation of beds or appropriate accounting separation of costs and
it is difficult to determine which personnel work where. Surplus or
unoccupied beds tend to be arbitrarily designated as “extended care’
beds with resultant excess apportionment of costs to medicare.

The staff suggests that administration of the “distinet part” pro-
vision be modified to encompass only a physically and clearly distinet
section of a practical size operated us a department with a separate
nursing station. Further, clear accounting distinetions should be made
for the “distinct part,” and a reasonable vacant bed rate limitation
applied to whichever is less, the uctual unoceupied bed rate in the
distinet part or the unoccupicd bed ratio in the non-medicare portion

of the facility.



CHAPTER TEN

MEDICAID SKILLED NURSING HOME—INTERMEDIATE
CARF FACILITY RELATIONSHIP

1957 Legislation Establishing Concept of “Intermediate Care
Facility”

In a major effort to control the rapidly-rising nursing home segment
of Medicaid costs, the Committee on Finance approved in 1967 an
amendment to Title XTI of the Social Security Act which authorized
Federal matching for a new classificntion of institutional cave pro-
vided in “intermediate care facilities." The amendment, enacted as a
provision of L. 90-248, was intended to provide lower-cost alterna-
tives to skilled nursing home care where “intermedinte care™ was
determined to be more appropriate to the needs of the assistance re-
cipient.

Federal matching payments are available for vendor pnyments to
intermediate eare factlities under the same formula as is applicable to
Medicaid payments. (Such payments for intermediate care may tota!
as much as $400 million in fiseal year 1971.) ‘The intent of this liberal
reimbursement procedure was to remove the financial incentive to
States, which lc(]l them to classify recipients as in need of skilled nurs-
ing home care when' in fact many recipients did not need that level of
care. s the Committee Report on the 1967 Amendments deseribed
the situation:

At the present time old-age assistance recipients whose
primary need is for eare in an institution other than a skilled
nursing home ave frequently classified as in need of “skilled
nursing home care™ and placed in such institutions because of
adecided financial advantage to a State under present match-
ing formulas.

Title XIX does not provide Federal matching funds for
mstitutional care which provides more than room and hoard,
but less than skilled nursing home care—only for “skilled
nursing home care.” But, if a State classifies a needy individ-
ual as in need of “skilled nursing home care” it can receive
unlimited Federal matching funds. If it classifies him as in
need of other institutional care, the State receiv s the stand-
ard old-age assistance cash matching, which is aynilable only
up to $75 a month on the average.

Thus, the Federal and State governments often may pay
upwards of $300 a month for skilled nursing home care for a
patient who could be adequately taken care of in another type
of institution for $150 or $200 a month. The American Nurs-
ing Home Association and the Department of Health, Edu-
cation, and Welfare both advised the committee that as many
as 50 percent of the assistance recipients in skilled nursing

07
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homes are not, in fact, in need of skilled nursing home care.
Thus, the committee has adopted an amendment to provide
for vendor payments for needy people qualifying for OAA,
AB, APTD who are or who shoul(l be in intermediate care
homes * * * Intermedinte enre homes would be defined and
licensed by the States and would be those institutions which
provide serrices beyond ordinary room and board but below
the level of skilled nursing homes.

This amendment could result in a reduetion in the costs of
Title XIX, by enabling States to wse lower cost facilities more
appropriate to the needs of thousands of persons, thus areid-
ing the higher charges {or skilled wursing homes when care of
that kind is not needed.

The committee expeets that the institutions covered by this
provision will be subject to periodic professional review and
andit as to the carve provided and its appropriatencss for indi-
viduals in such institutions. The Secretary of Health, Eduea-
tion, and Welfove is expeeted to assist States in developing
suitable review procedures to meet these objeetives. (Empha-
sis supplied.)

Clearly, baxed upon the above statements, which form the essential
legislative history, Congre<sional intent was that:

1. Intermediate care facilities be institutions providing lower
levels of care than skilled nursing homes,

2, Recipients in intermedinte care facilities would be those
whose lesser needs for care were such as not to require skilled
nursing home or hospital care,

3. By definition, intermediate care wonld cost substantially less
than skilled nursing home care.

4. There be two basic interdependent classifications:

(a) .\ general determination that an institution is an inter-
mediate care facility, and,

(b) .\ specific determination that the individual recipi-
ents’ needs are such as to warrant and permit placement in
a facility providing less care than that available in a skilled
nursing home.

5. There be Vm'iodie professional evaluation and aundit of the
-are in the facility in terms of its “appropriateness™ to the needs
of the individual assistance recipient for whom payment is being
made,

The references to “appropriateness” and *periodie professional re-
view and audit” indicate Congressional expectation that while overall
reductions in institutional costs were anticipated, a lower cost facility
was not to be used where the level of care was below that required by
the individual recipient. The reverse is also true, namely, that a
higher cost facility providing a level of care above that required by
the individual recipient was also inappropriate,

Intermediate care was not intended as a mechanism for finaneing
residential or boarding home care. It was, according to the statute,
intended for those who:

" “. .. because of their physical or mental condition (or both)
require living accommodations and carve which, as a practieal
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matter, ean be made available to them oaly through institu-
tional facilities; and o not have sueh an ilness, disease,
injury, or other condition as to requive the deqgree of cure and
Lreatme nt which a hospital or skilled nursing home (as that
term is emploved in title XIN) s designed to provide,”
( Emphasis supplied.)?

Intermediate care was to be utilized only where no alternative type
and site of eare was available which was more suitable to the needs of
the individual recipient, Intermediate eare is capable of being pro-
vided in a variety of types of facilities providing differeat levels of
care ranging from more than boarding home to less than skilled
nursing home care However, while a scale of different levels of vare
could be employed, the individual recipient’s needs were to govern in
determining at which point on that <eale he would be placed.

The assistance recipient for whom intermediate eare was intended,
again in the context of the legislative history, is an individual whose
shysical or mental limitations arve such as to preclude the eapacity to
ive independently even with the support of available out-of-institution
services, such as home health care, The intermediate eare recipient is in
contrast o the skilled nursing home or hospital patient whose primary
need is for regular medieal and nursing eare,

Why the Congressional Aim Was Not Achieved

Several major dificulties have emerged and are emerging in the
actual implementation of the intermediate care provision which are
costly aad inconsistent with Congressional intent,

Wholesule Reclassification of Facilities

First, is the fact that, in general, States seeking Federal matching
funds for intermediate care appear to have made no substantial effort
to eflectively define and elassify 1CFs. For example, two States, Ohio
and Oregon, sought to define an ICF simply us any licensed nursing
Lome whiech could not or would not qualify as a skilled nursing home
under medicaid. This approach appears more to accommodate sub-
standard nursing homes than to encourage development of reduced
levels of care appropriate to the needs of persons capable of being
transferred from skiiled nursing homes. An outgrowth of this approach
is the wholesale reclassification by States of facilities which on one day
were approved as skilled nursing homes under medicaid and the next
day miraculously transformed into intermediate care facilities,

Wholesale Change in Status of Patients
Necond. the wholesale transfer in status of facilities from medicaid
skilled nursing homes to intermediate care facilities was accompanied
by wholesale and indiscriminate transfer of patients from one pro-
gram to the other. This appears completely inconsistent with the Con-
gressional intent that each skilled nursing home patient’s needs be in-
dividually and professionally evaluated to determine whether his needs
can be satisfactorily met in an intermediate care facility. Of necessity,
wofessional appraisal of the individual patient must be undertaken
efore transfer to an intermediate care status. Blanket reclassifica-

1 Sec. 1121 (b) of the Soclal Security Act, as amended,
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tion of patients to accomodate substandard nursing homes is not an-

thorized under cither the statute or legislative history. It is a subter-

fuge which distorts what was intended to encourage proper placement

of the indiridual in a proper institutional setting.

Sam:‘ %lales Attempt to Outfiank Legal Prohibition to Gain Federal
unas

Third, in an effort to substitute Federal dollars for State dollars,
several States are seeking to classify as intermediate care facilities,
publicly-owned institutions for the mentally-retarded. Payments for
care of the mentally-retarded in such public institutions is not, at pres-
ent, eligible for Federal matehing un(llor medieaid.

While the Congress may desire at some future date to afford Federal
matching funds for care of mentally-retarded persons in public insti-
tutions, Sections 6(n) of Title I, 1006 of Title X, 1405 of Title X1V,
and 1605 of Title X VI, of the Social Security Act coupled with Sec-
tion 121(h) of the Social Security Act Amendments of 1965, clearly
appear to preclude I'ederal matching under existing law, Titles I, X,
XIV,and XVT prohibit payment for care in a public institution, other
than a medical facility. Thus a State would have to classify an insti-
tution for the mentally-retarded as a medical facility in order to except
it from the statutory prohibition. However, Section 121(h) states:

“No payment may be made to any State under Title I,
IV, X, XTIV, or XVT of the Social Security Act with respect
to aid or assistance in the form of medical or any other type
of remedial eare for any period for which such State receives
payments under Title XIX of such Act, or for any period
after December 31, 1969.”

Therefore if the institution for the mentally retarded were called a
medical facility, no payments could be made except to the extent they
were qualified and made through Title XIX. The Department of
Health, Education, and Welfare does not classify mental retardation
as a “mental disease” and the latter is the only form of mental condi-
tion coverable under the provisions of Title X1X.

Lower Level of Care Sometimes Costs More

Fourth, as has been noted. the statute and the legislative history
leave no room for question as to intermediate care comprising lower
levels of service than skilled swursing home care. Given those premises,
no logical basis exists for paying an intermediate care facility as much
or more than a skilled nursing ﬁome in the same geographice area.

As will be noted on the tables which follow, showing reiative rates of
payments to skilled nursing homes and intermediate cave facilities, at
least three States of the few for which data were available, Massa-
chusetts, Ohio, and Rhode Island, each pay substantial numbers of
intermediate care facilities at rates as great or greater than that
allowed many skilled nursing homes under the medieaid programs in
those States.

The staff recommends that appropriate legislative, or administra-
tive action by the Department of Tealth, Education, and Welfare, be
taken to prevent payments to intermediate care facilities at the same
or higher rates than those made to skilled nursing homes in the same
area,
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Rerort oN Rates Paib ror SKILLED Nursing IHome CARE AND
FOR INTERMEDIATE Factuity CAre IN ThHE Si1X States Havinag
Arrroven Praxs ror INTERMEDIATE CaRrRe FacCILITIES As OF

SEPTEMBER 1069 ?

1. District of Columbia: The District of Columbia has an approved
lan for Intermediate (‘are Fucilities but as of May 1969 no homes
md been licensed in that category.

2. Georgin:

Skilled Nursing Homes: Number of Homes

$190 monthly rate. .. .. ... ... 1

$215 monthly rate. .. _____. 32

$240 monthly rate___ . _____ el e 145

Total .o & ... 178

Intermediate Cure Facilities: $190 flat monthly rate. 21

3. Maine:

Skilled Nursing Homes: $300 flat monthly rate. ___ 111
Intermedinte Care Fucilities: $260 flat monthly rate 35

4. Mussachusetts. (See attached tables).
5. Ohio. (See attached tables).
6. Rhode Island. (See attached tables).

2 Information supplied by Medical Services Administration, Department of Health,
Education, and Welfare,
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Monthly rates paid to skilled nursing homes for care of title X1.X patients,
by size of home---Massachusetts

Number of buds

Monthly rate Total Under 30 30to 3% 60to8Y Y0to 119 1200rmore  Unknown

Total . __._.__. 254 37 86 511} 21 Mo ..
Under $200. . . e e —a——a
$200 to $209.. ... .. | |
$210to $219.. ... ... 2 PO
B220 10 S220 . . e s
$230to $239. . ... ... 2 ... 2 e e e
$240t0 8249 _ ... .. .. 3 2
8250 to $259. ... ... 1 R
$260 to 8269 ... ... 5 | S 2 1 | .
$270 to $279. ... ___. 13 4 5 k | S
8280 to $289. . ... .. 12 2 6 2 ... 2 ..
$200to $200_ __..__._. I8 4 5 2 R 7 .. ...
%300 to $309________.. P | 7 2 3 8 ...
$310 to $319__ . ____._. 17 ... 6 5 1 L R
$320 to $329_ ... __._. 11 1 2 3 3 2 ...
$330 to $339.._______. | . 4 4 1 2 ...
$340to $349. .. ... .. 10 1 4 4 .. | R
$350 to $359. . __...... 13 3 2 3 3 S .
$360 to $369 : 0
$370 to $379 1
$380 to $389 2
$390 to $399. .. __.. {

$400 to $409
8410 to $419
$420 to $429
$430 to $439
$440 to 8449 _____.___

3450 to $459. ... ...

$460 to $469._________

470 to 470 e
S$480 to $489_ ... ... [T

$490 to $499. . _____.__ | R
Unknown._...._.__._. 56 12 24 10 4 6 ...
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Monthly rates paid to intermediate care facilities—Massachusctls

Monthly rate Total ICF's ICF ICF i SN
Total. .. ... __..._... 433 405 28

$210 to $224 17 10 1
$225 to $239 8 8 e
$240 to $254 23 22 1
$255 to $269 52 51 1
$270 to $284 77 70 7
$285 to $299_ . ....... 73 64 9
$300to 8314 ... _........ 47 L Y (I
$315t0 8329 ... 41 40 1
$330to $344. ... .. ... ... 27 26 1
$345 to $359_ ... 20 18 2
$360to 8374 .. .. . . ........ 20 25 1
$375to $389_ ... . ..... 5 L SN
$3900to $404. . ... ... ... 4 2 2
S405 to B4 14 e e
$420to $434_______________.__ 1 | RO
$435 to $449___ . _________._._. 1 )
$450 to $464__ . .. ___._.____ 1 | R
$465 to $479. __ . .. .._.___. ) S, 1
8610, s 1 )
Unknown. ... . ..co....... 8 7 1

Daily rates paid to skilled nursing-homes, intermediate care facilities,
and extended care facilities—May 1969—Ohio

Combined facilities

Skilled Interme- Extonded
nursing  dlate care care ICF in ICFin SNHin
Daily rate Total home facility facility SNH ECF ECF
Total._ .. 770 65 504 182 2 10 7
$7.40__.__ ... 130 ___..._. 128 ... 1 |
5 7

g8.25 ........... 458 65 376 . __.. 1 9
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Monthly rates paid to skilled nursing homes by size of home—Rhode Island

Number of beds
Monthly rate Total Under 30 3010 59 60 to 89 Unkuown

Monthly rates paid to intermediate care facilities, by size of home—
Rthode Island

Number of beds

Monthly rates Total Under 30 30 to 5y 60 or more
Total_.___....... 129 114 10 5
Under $135__... ... ... 3 2 el 1
S135t0 8149 ... __.__ 17 | I
$150 to $164_ .. ____... 9 L U
$165to $179__ . ... _. 11 7 3 1
$180to $194_____.______ 16 14 1 1
$195to $209________._._ 12 10 1 1
$210to $224 _______. ... 10 9 | R
$225 to $239. ... ____. .. 12 1 ..

$240 to $254___________.
$255 to $269_____.___.__
$270 to $209.________.___
$300 to $314____________
3315 to $329.___
$330 to $344_____ -
$345 to $359________.___
$360 to $374___________.




CHAPTER ELEVEN
INSTITUTIONAL UTILIZATION REVIEW MECHANISMS

Background: Legislative Recognition of Need To Prevent
Unnecessary Utilization

One of the important provisions which the Congress included in
the original medicare law as a control and safeguurd on unnevessm?r
and excessive usage of institutional care was the requirement that each
participating hospital and extended care facility have a utilization
review plan.

Under the law, the utilization review plan of the institution must
be applicable to services furnished to medicare patients and provide
for review, on a sample or other basis, of admissions, duration of
stays, and the professional services furnished. The review is to include
consideration as to the medical necessity of the services and the
efficient use of health facilities and services. The utilization review
is undertaken by either (1) a group, including at least two physicians,
organized within the institution or (2) a group (including at least
two physicians) organized by a local medical society or other group
approved by the Secretary of Health, Education, and Welfare. The
statute provides also that the utilization review group must be orga-
nized as in (2) above if the instituiion is small or for such other good
reazons as may be included in regulations. The utilization review group
should also review long-stay cases and inform those concerned (includ-
ing the attending physician) when it determines that hospitalization
or extended cace is no longer medically necessary.

The Tinance Committee and the Ways and Means (‘ommittee
stressed in 1965 that these requirements, if effectively carried out,
would discourage improper and unnecessary utilization. The Finance
Committee Report (hept. 404, pt. 1, 89th Cong., p. 47) stated:

“The committee is particularly concerned that the utilization
and review function is carried out in a manner which protects the
yatients while at the same time making certain that they remain
in the hospital only so long as is necessary, and that every effort
be made to move them from the hospital to other facilities which
can provide less expensive, but equal, care to meet their current

medical needs.”
Widespread Failure To Apply Utilization Review

The detailed information which the staff has collected and developed
indicates clearly that the utilization review requirements have, gener-
ally speaking, been of u token nature and ineffective as a curb to un-
necessary use of institutional care and services. Utilization review in
medicare can be characterized as more form than substance. The pres-
ent situation has been aptly described by a State medical society in

(105)
35-719 0—70—--8
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these words: “Where hospital beds are in short supply, utilization
review is fully effective. Where there is no pressure on the hospital
beds, utilization review is less intense and often token.”

This widespread failure to effectively apply utilization review
results from several factors (each discussed in greater detail below):

(@) The regulations which have been issued on institutional
utilization review requirements are not in accordance with the
terms and intent of the statute;

(0) Certification of hospitals and extended care facilities for
{mrticipntion in the program have been continued by the State
renlth agencies and the Department of Heal'h, Education, and
Welfare, despite the fact that basic statutory requirements have
not been met by those institutions;

(¢) Many intermediaries under the program have either ig-
nored or been negligent in assuring that institutions have func-
tioning and effective utilization review mechanisms;

(d) The Social Security Administration has made little effort
to verify that contracting agents (State health ngencies and
intermediaries) carried out the terms of their contracts on this
point.

Regulations Undermine Statutory Intent

There are passages in the regulations for which there seem to be
no support in the statute. For example, the statute provides that the
utilization review group shall be established outside the institution
in cases where, becausé of the small size of the institution o1 other
reasons included in regulations, it is impractical for the institution
to have an internal staff committee perform the utilization review
function. Clearly, this provision was to avoid situations where a
hospital with only two or three doctors on the staff would perform
its own utilization review. Contrary to the requirement of the statute,
however, the Department’s regulations state merely that “in smaller
hospitals, all of these functions may be carried out by a committee
of the whole (medical staff) or a medical care appraisal committee.”
It is not clear how a utilization review committee of an extended
care facility, composed entirely of the two doctors who admit patients
to the facility, and who may even own the institution, could effectively
review long-stay cases,

While the statute anticipated that the definition of a long-stay case
would be defined in regulations,' the regulations do not do so. Under
the regulations, each hospital and extended care facility decides on its
own what shall constitute a long-stay case.

Perhaps the one provision of the original regulations most incon-
sistent with the intent of the law is that which stated that “at least one
member (of the utilization review committee) does not have a direct
financial interest in the hospital (or extended care facility).” This pro-
vision encouraged conflict-of-interest situations where all but one of
the physicians on a utilization review committee might gain financially
when beds are kept occupied and unnecessary services provided. Pre-
sumably, even a physician without a direct interest could have an in-

' The statute reads as follows: “For such review, In each case of inpatient hospital
services or extended care services, furnished to such an individual (lnrlnﬁ a continuous
period of extended duration, as of such days of such period as may be specified in

regulations.”
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direct financinl interest. The great majority of replies by medicare
intermediaries to an inquiry on this point submitted to them by the
stafl questioned the propriety of this part of the regulation. As one
intermedinry put it in a typical response:

“Ideally, we do not feel that any members of a utilization re-
view committee should have a financial interest in the facility.
It is difficult to be completely objective when muking a decision
that may affect the personal pocketbook.”

The utilization review regulations were generally deseribed by one
intermediary as follows:

“While the rezulations require that the written utilization re-
view plan cover several points, they do not establish minimum re-
quirements under each point; these are left wholly to the dis-
cretion of the individual institution.”

Certainly that discretion would not very likely be exercised con-
trary to an institution’s self-interest.

The regulations were revised effective in 1970. The revision was
no doubt made in response to the committee’s publicly expressed
concern. The stafl points out that even the revised regulations still
provide opportunity for conflict of interest to exist. No conflict of
mterest at all should be permitted.

The staff recommends further that the regulations be substantially
revised to preclude any other conflict-of-interest situations and that
HEW be requested to suggest any statutory revisions necessary to
achieve that objective.

Utilization Review Plans Largely Ignored by Institutions

The requirement for n utilization review mechanism is one of
several which a hospital or extended care facility must meet in order
to be eligible to participate in the medicare program. Each institution
must have a written utilization review plan and copies of that plan are
required to he maintained by the State health nzencies (which perform
certification functions for the program) and by the intermediaries. But
whether the terms of the plan are actually being carried out is quite
another matter and that is the test the law requires to be met. In actual
fact, many State health agencies (and intermediaries) know that
utilization review plans are not being followed, but they take no action
to remove certification or to require that the plan be properly imple-
mented. Based on a sample of hospitals taken in the middle of 1968,
the Social Security Administration found:

1. 10 percent of the hospitals not conducting a review of ex-
tended stay cases.

2. 47 percent of hospitals were not reviewing any admissions (a
basic statutory requirement).

3. 42 percent of hospitals did not even maintain an abstract of
the medical record or other summary form which could provide a
basis for evaluating utilization by diagnosis or other common
factor.

In one State, the health agency conducted a detailed program review
in November 1968. Their findings were that half of the hospitals and
all of the extended care facilities failed to perform any sample reviews
of cases which were not in the long-stay category (a statutory

requirement).
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Only recently did the Social Security Administration conduct a
nationwide sample study of utilization review plans in extended care
facilities. The results are not yet complete, but indications nre that
fuilure to comply with the statutory utilization review reguirements
will be found on an even greater scale in ECF’s than the demonstrated
poor compliance in hospitals.

The long delay by the Social Security Administration in secking to
determine the extent of complinnee and application of the.e vinl
rro\'isinns of the Inw may very well be a prime fuctor in the much-
righer-than anticipated utilization of evec-more-costly institutional
care and services.

The stafl recommends that the Social Security Administration and
State health agencies inerease their edueational and enforcement
efforts to nssure that hospitals and extended carve facilities have operat-
ing and effective ntilization review plans. Combined with u tichtening
of the regulutions related to utilization review plans sueh aetivity
should help reduce the cuse-load and lower the costs of the program,
consistent with congressional objectives established in the original
law.

Intermediary Failure to Enforce Institutional Utilization Review Require-
ments

The statute places upon the intermediary as well as the State
health agency responsibility for assuring that participating hospitals
and extended cure facilities effectively perform utilization review.

Available data indieates that in many cases intermediaries are
not performing the functions, despite the fact that the Secretary
may not, under the law, muke agreements with an intermediary
who 1s unwilling, or unable, to assist providers of services with utili-
zation review functions. In addition to the data previously shown
which indieates the extent of noncomplinnce by hospitals with the
utilization review requirements, the staff has learned of an extreme
case where an intermediary was responsible for assuring performance
of the utilization review function for all the extended care facilities in
a State. A subsequent survey showed that sample reviews of admission
were not being carried out by any E.C.I". serviced by this intermediary.
Intermediaries are obviously not performing in many instances a
function required by law.

Social Security Administration Failure To Enforce Institutional Utilization
Review Requirements

The administrative performance in the area of institutional utiliza-
tion review leaves much to be desired. The most important deficiencies
can be grouped in three areas: (1) the inadequate regulations which
have been issued (discussed earlier), (2) lack of adminisivative direc-
tion and follow-through to assure that contracting agents -the State
health agencies and the intermediaries- carry out the terms of the
statute and the regulations, and (3) failure to produce and furnish
to the agents and the providers data useful in effective utilization
review.

With respect to the second point, it was not until 1968, 2 years
after the beginning of the program, that the Social Security Adminis-
tration began to collect data on the utilization review activities
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of providers of services. Morcover, the data colleeted nre un.ystematie
and ineapable of sound statistieal analvsis. But even that data indi-
cates widespread noncomplinnce with the statute by hospitals (e,
in many eases no samples of admissions were tuken and examined).
It was not until early in 1969 that eollection of <imilar duta was
begun with respect to extended eave factiities, These datu, together
with results of survey visits to n sampling of extended care fueilities,
indicate that the lnrge mujority of extended care facilities are not in
complinnce with one or more of the statutory provi-ions relating to
atilization review.

One of the most effective tools n utilization review involves wsage
of data about the operations of one hospital which may then he
compated with other hospitals or with the <ame hospital over o
different period of time. In the early stages of the program, the
Social Security Administration discouraged the intermediaries from
collecting sueh data and furnishing it to the in<titutions on a reeular
basis for their use. It indieated that it would be developing such data
on a detailed and comprehensive basis and would ~send the duta
direetly to hospitals and extended care facilities. Unfortunately,
the Social Security Administration did not live up to its promises,
After more than 3 years of experience under the program the Soeinl
Seeuri‘y Administration is just now completing u mnn')lo study of
utilization of services iu one State. The ageney has altered its position
and now pormits intermediaries to gather, analyze, il disseminate
data useful to utilization review committees.

Possible Changes in Institutional Review Statutory Provisions

In addition to im . g administration of the present institutional
wtilization review rec neements, certain legislative or administrative
changes might be constdered which conld further improve the review
process. Some possible changes are diseussed below.,

1. Where feasible, have the physieian positions on a utilization reeion
committee for a partienlar hospital filled by physicians wssociated
with another hospital:

One official of a1 State medical society stated that exchanging doctors
among hospitals for this purpose would “tuke ~ome of the personal
bias out of review.” 1t might be argued, however, that physicians
from one hospital could hardly be expected to be familiar with the
internal operations of a hospital with which they have no other
associntion. Thev could not, therefore, be expected to contribute
effectively to making improvements in procedures. On the other hand,
such physicians might very well bring experience and ideas from those
other hospitals useful to the hospital for which they perform utiliza-
tion review functions. Something productive might flower from this
“cross-pollination.” Alternatively, rather than having the physicians
participate in all of the utilization review functions, the physicians
from one hospital could be assigned to review only the long-stay cases

of another hospital.

\
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2. Require that wtilization revicw plans for extanded care facilitics be
organized outside the institntion, either throngh a hospital afilia-
tion, the local medical society or the tocal health de partments:

Most extended care fucilities are relatively small proprietary or-
ganizations. Many do not have an organized medical stafl through
which a utilization review committee can be organized. Perhaps the
best and most appropriate sources of utilization review committees
for most extended care facilities would be the hospitals with which
they have agreements for transfer of puticuts, us well as loeal medical
societies. The stafl suggests consideration of a provision that extended
care facilities (and small proprietary hospitals) be required, wherever
fensible, to ertublish their utilizution review mechanisms throngh
hospitals with which they huve transfer agreements (or another
hospital) or nedienl societies, 1 sueh arrangements are not feasible,
the requirement conld be met through arrangements with the foeal
health department serving the area. Of course, it woukd he expeeted
that facilities having substantinlly common ownership would not be
authorized to undertake review for each other,

3. By appropriate Federal and State logistation exempt kealth eare prace-
titwoners from legal Lebidity for deelsions made during required
ntilization revicw and wedical andit activity:

Insurers, physicians, and others have indiented to the stadl the relue-
tance of phy<icians to render eritical decisions with respeet to patient
care provided by another practitioner beeunse of the possibility of
bemg sued. [t s understoo ! that ordinary malpractice insurance does
not provide protection ageinst such suits, Several States, however,
have enacted statutes proteciing physicians against suit arising from
a utilization review decision.

Implementation of the stafl siegestion might assist in more objective
and vigorous utilization review and medical nudit activity.

4. Begpuare mtermediaries to employ and apply local, regional. and pos-
sibly national utilization cndervia in cealuating the provision of
mstibttional scroees:

A number of intermediaries have developed data indicating normal
or average lengths of stay, by principal medical diagnoses, for hospital
and extended care. While vanations from those norms are not infre-
gueat and are often justifiable, they do provide nseful geides to the
ordinary length of stay and range of ~ervices which will venerally
ve requived with respect to a patient with a given medieal diagnosis.

The Social Security Administration should nndertake to seeure from
intermediaries information concerning the development and applica-
tion of utilization eriterin of the nature described above, From that
information, standard procedures should be developed and their nsage
by all intermediaries made mandatory.

Data on normal lengths of stay and service requirements in a given
area should also be made available to the institutionnl review personnel
in each hospital and extended care facility to assist their efforts.

Consideration might also be given to requiring, where feasible, and
on an expedited and informal busis, vecertification by the physician,
and possibly prior approval by the intermediary, of lengths of stay and
services representing substantial departures from norms.
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The above procedures might he particularly helpful in resolving the
serious problems which have developed concerning determinations
of “level of care” of beneficiaries transferred from hospitals to extended
care facilities. Intermedinries are to be commended for their review
activities designed to assure that extended care pnyments are made
only where the beneficiury requires that level of care—as opposed to
wimarily custodial, nursing home or skilled nursing home care.
lowever, not infrequently the beneficiary is transferred to the ex-
tended care facility on the hasis of a physician’s recommendation with
uncertainty on the part of the facility and the beneficiary as to whether
medicare will pay for the care provided. It is difficult, in the absence of
approprinte medienl data provided by both hospital and physician
bo}m'olmn(l. for the extended care facility to muke a reasonable de-
termination that the patient it ix admitting will be covered under
medicare. Possibly relating automatice eligibility for not more than a
specified number of extended care days to principal medical dingnoses
of hospitalized beneficiaries might help in this difficult area of deter-
mination. Particularly, where a patient is discharged from a hospital
in less than the normal length of hospital stay for one with his
dingnosis, antomatic eligibility for a specified number of extended
care facility days might be helpful in encouraging early discharge
from hospitals to less costly facilities. "This would not preclude subse-
quent determination that extended care was not required; however
that care would be covered for the specified number of days or until
the determination, whichever came first. Alternatively, wherever
feasible, the transferring hospital might be requirad to submit to the
extended care facility and intermediary, prior to transfer of the pa-
tient, suflicient data upon which a rensonuble determination of need
for extended care might be made.

5. Homemaker benefit as alternative to institutional care:

[nstitutional utilization review, ideally, relates the patient’s need
for continued institutional care in the context of available alternative
services. Many physicians and a number of health insurers have
winted out the pressure for continued hospitalization of a patient
l'ur several days more than medically necessary because of the lack
of someone to assist the patient at home with food preparation,
routine cleaning, ete., during the first week or two following discharge
from the hospital. During that period, the patient gradually recovers
capacity for independent living and ability to meet his routine living
needs. In the absence of ussistance at home during that recuperative
period, physicians are understandably reluctant to discharge patients
and patients are reluctant to go home. The present alternative to
continued hospitalization is to discharge the patient to an extended
care fucility or skilled nursing home, which, while less costly than
hospital eare, is still quite expensive and often encompasses more care
than those patients need.

The staff recommends that consideration be given to authorization
of homemaker services to & medicare beneficiary where his physician
certifies that in the absence of such services continued institutionaliza-
tion of the patient would be required. While the benefit would be
charged against the home health coverage in medicare, n homemaker
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agency, distinct from the present “home health agency” employed
in Title 18, might be an ndlequate and less costly alternative to use
of a “home henlth agency.”

To avoid abuse and to gein appropriate experience with a home-
maker benefit, provision cf this coverage might be made available
initially on a demonstration project basis. That would enable com-
l:nrnti\'e experience to be measured and costs assessed. Further, at the

eginning, and perhaps permanently, such coverage should be limited
to the number of days specified by tfw physician not to exceed a period

of 2 weeks.

»”.



CHAPTER TWELVE
MEDICARE FISCAL INTERMEDIARIES
How They Are Chosen and What They Do

Under the hospital insurance part of medicare groups or associa-
tions of providers of services—hospitals, extended care facilities and
home health agencies—ean nominate an organization to act as “fiseal
intermediary” between the providers and the Government. An individ-
ual mentber of an association or group of providers which has nomi-
nated one organ’zation as intermediary may seleet some other organi-
zation as its intermedinry if it is satisfactory to that erganization and
to the Department of Health, Education, and Welfare, Alternatively,
each provider can elect to deal directly with the Government.

The Department of Health, Education, and Welfare may not enter
into an agreement with any fiscal intermediary unless it finds (1) that
it is consistent with “effective and efficient administration,” and (2)
that the nominated organization is able and willing to assist providers
in the application of safeguards against unnecessary utilization of
services, There are provisions in the statute for termination of the
contract with an intermediary either at the initintive of the inter-
mediary, or of the Secretary if the intermediary is not carrying out
the agreement properly. In the latter case there is opportunity for :
hearing.

Mozt non-profit community hospitals as well as some other types of
hospitals, (a total of 6876 out of 7906 hospitals) nominated the Blue
C'ross Association as intermediary through their membership in the
American Hospital Association. Additionally, somewhat more than
half of the extended care facilities also selected Blue (‘ross as their
fiscal intermediary. The balance of the extended care facilities selected
various commercial insurance companies as fiscal intermediaries, In
addition, certain facilities, primarily government hospitals have
elected to deal direetly with the Government.

The 13 principal intermediaries are paid for the costs of carrying
out. the functions which they perform on behalf of the Government.
Those functions, as set forth in the statute, may be summarized as
follows:
(1) provide consultative services to providers to help them

establish necessary fiseal records and qualify for the program,

(2) serve as a channel of communications between the Secre-
tary and the providers,

(3) make audits of providers’ records, and

(4) perform other necessary functions specified in the agree-
ment between the Secretary and the intermediary.

The following sections present certain problems and issues related
to intermediaries which have come to the attention of the staff,

(113)
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Problems and Issues in Intermediary Designation

1. Provider Selection of Intermediary—As indicated, each provider
of services may nominate the intermedinry of its choice where the pros-
pective intermediary and the Secretary of Health, Education and Wel-
fare approve, Some intermediary organizations, in their replies to
stafl' questionnaires and in conferences with the staff, indicated that
problems have arisen under this statutory procedure,

For example, one intermediary reported that it was somewhat hesi-
tant to require the hospitals for which it acts as intermediary to do a
more effective job of utilization review or to take other steps to con-
trol costs, fearing that some of the providers would choose another
less critical and more accommodaiing organization as intermediary,
Thus, the intermediary nominating provision, originally intended to
furnish assurance to hospitals that they would be dealing with a
familiar organization under the new program, may lead to situations
which subvert cost control aspects of the program. While there have
not been widespread changes in intermediary assignments, the
mere threat of change operates in a negative way to dampen positive
administration.

Moreover, under this provision it is possible for intermediaries to
offer themselves to an institution with Axe understanding, implicit or
explicit, that in return for its nomination the intermedinry will give
preferential treatment to the institution. We have learned of situations
in Florida, Connecticut and in Pennsylvania where the intermediary
also began underwriting the casunlty and other insurance needs of
institutions, Thus, the relationship ean be profitable to both the inter-
mediary (despite the faet that it receives no more than costs for its
medicare services) and the institution—to the possible detriment of
the program and probably to the beneficiaries as well.!

As another example of this type of situation the Massachusetts Hos-
pital Association is reportedly considering withdrawing its nomina-
tion of the Massachusetts Blue (‘ross Plan as intermediary. .\ General
Accounting Office auditor stationed in that area suggested that the
primary reason for the possible change related to the activities of the
Blue Cross auditors, He suggested that perhaps the auditors were a
little too zealous to suit some hospitals, in assuring that only properly-
included costs were paid for. The Social Seeurity Administration has
not yet approved the *musical chairs™ approach of the Massachusetts
hospitals involved, but clearly, the Blue Cross auditors are in a peculiar
position when a good job on their part may lead to Blue Cross losing
the medicare business.

The stafl’ concludes that the original purpose of the provision for
provider nomination of the fiscal intermediary has largely been served
and that with the maturation of medicare consideration should be
given to modification to avoid the problems discussed above. This could
be accomplished by authorizing the Secretary to designate inter-
mediaries under part .\ as he now seleets earriers under part B.

1 While there would seem to be no incentive for an intermediary to solicit new providers
sinee It recetves av more than Ity costs of operation, there are certain resalts of obtain ng
new business which might make an intermediary’'s own operations more profitable. For
example, a higher volume of claims may make worthwhile the introduction of larger,
more costly and moce sophistleated computer operations with resultant savings in Loth
the medicare and non-medicare operations of the Intermediary.
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2. Centralized Intermediary O peration.—>Most non-profit community
hospitals nominated the Blue (Cross Association as intermediary
through their membership in the American Hospital Association?
The Blue Cross Association in turn seeks to coordinate the efforts of
the many loeal Blue Cross plans who actually function as inter-
mediaries. The Association considers the local Blue Cross plans as its
subeontractors.

The system which the Blue ('ross Association established and is ex-
panding as intermediary has been eriticized as an additional, artificial,
costly, duplicative, and sometimes unnecessary layer of administration,
While it may enhance the BCA position in relation to its 75 loeal
member plans, it alko seems to have impeded effeetive and eflicient
operation of the hospital insurance program. Social Security regional
personnel have advised the stafl that they are often limited to only the
most routine of inquiries in dealing with loeal Blue (‘ross plans---that
everything else must be routed through the Chicago headquarters of
the Blue Cross Association.

No local Blue Cross plan has been rejected by the Blue ("ross Asso-
ciation for medicare as heing too small or ineflicient. The administra-
tive eapacity and performance of the subeontractors range widely yet
the Social Security Administration has so far, taken the good with the
had under this*all or none™ prime contract arrangement,

The Bureau of Health Insurance should. in any subsequent con-
tracts with the Blue ('ross Association, reserve and exercise the right
to select as local intermediaries on/y those Blue (‘ross plans which are
capable of proper and eflicient performance. Social Necurity regional
offices should also have authority to deal divectly with local Blue ('ross
plins in medicare matters without the necessity of routing all but the
most. nominal inquiries through the Chieago oftices of the Blue Cross

Association.
Intermediary Performance Varies Widely

The stafl analyzed detailed worklond data for the first quarter of
1969, comparing various measures of intermediary performance. These
data were provided by the Social Seenrity Administration in response
to specific requests by the staff. Those data revealed the following
information:

1. Processing time for inpatient hospital bills (the average num-
ber of days between date forwarded for payment and the date
approved for payment) varied from a low of 2.5 days to a high of
253 days. The average was 12.1 days.

2. The proportion of bills returned to intermedizries by Social
Security because of ervor varied from 1.1 to a high of 31.8¢ ; the
average was 5.29%.

3. The proportion of bills pending with the intermediary for
30 days or more ranged from a low of zero to a high of 92.3% ; the
average was 12.9%. Five intermediaries had ratios of 50% or more.

4. There was, as might be expected, a marked tendency for an
intermediary to be either above or helow average on these measures
of performance rather than low on some and high on others. For

s "ﬂ)lle American Hospital Assoclation owns the rights to and licenses use of the Blue Cross
Hym .
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example, one intermediary had 45.2% of its clnims pending over
30 days (naiional average 12.997); average processing time was
25.3 days (national average 12.1 days) ; and proportions of bills
returned to that intermediary by Social Security heeause of error
was 17.9% (national wverage 5.2%). Similarly, when an inter-
mediary was above average in performance on one measute it was
also likely to do better than average on other measures: for exam-
ple, one intermediary had 9.2%¢ of its claims more than 30 days;
average processing time was 7.2 days; and the error rate was 2.6
From these facts it can be concluded that there is an extremely wide
variation in the levels of performance of the intermediaries.t The
performance of some appears so much below average that serious con-
sideration of replacement by a better performing mtermediary seems
called for. This process would, of course, be facilitated if the inter-
medinary nominating procedure were modified as the stafl suggests,

Conflict of Interest

The stafl' discovered a situation where the official employed by an
intermediary to head up its medicare operation, also served on the
board of directors fora cﬁmin of nursing homes for whom the insuranee
company might have acted as intermediary. (‘This official has siner
resigned his directorship.) The staff does not know how widesprend
this or similar practices may be, nor what specifiec effeets such situa-
tions may have on the program, The possibilities, however, seem clear,

In addition, the staff has found eases where the intermediary has
been made the underwriter of an extended care facility’s insurance
needs at the same time that it became intermediary for that institution,
Morcover, the stafl was informed by one Blue Cross plan that in some
cases an intermediary organization lends funds to build or add on beds,
becoming the mortgagor to the institution it serviees os intermediary.
Depreciation is reimbursable under medicare on assets acquired with
borrowed funds. Interest on debt is also a reimbursable item, Ob-
viously, the intermediary who made the loan to the provider in the
first instance would have more than a easual interest in seeing that the
medicare reimbursement which it approved for that institution was
adequate to service the debt owed to it.

To date, the Social Seeurity Administration has not taken the steps
necessary to determine precisely how extensive such arrangements as
these may be, nor their possible effects on the integrity of the admin-
istration of the program.

A\ serious confliet of interest situation is also created where Blue
Cross plans, acting as subcontractors under the program, have a
“carve-out” reimbursement arrangement with hospitals. Under this
arrangement the Blue Cross subcontractor first determines the amount
the hospital should be paid by medicare and then, based upon remain-
ing costs, pays the hospital on behalf of its regular Blue Cross
subscribers.

There is, therefore, an incentive, in such cases, for the Blue Cross
subcontractor to maximize the medicare payment since that procedure
would reduce its own payments to a hospital.

3 Appendix G, p. 271 contains detalled tables on intermediary performance.



CHAPTER THIRTEEN

MEDICARE CARRIERS
How They Are Chosen and What They Do

Under part B of medicare the Seeretary of Health, Fdneation, and
Welfare i< authorized to enter into colitracts with earriers to perform
certain functions mvolved in the administration of the medical in-
surance part of the program. Among the functions which the carriers
are authorized to perform are the following

(1) process claims for payment and make payment for services
covered under the program,

(2) veceive, disburse and account for funds in making such
payments, and

(3) serve as a channel of communieations of information relat-
ing to administration of the program hetween the Seeretary and
those furnishing ~ervices covered under the program.

The intent of Congress with respeet to the selection of and
evaduation of the performance of cavriers was expressed in the Report
of the Committee on Finance on the medieare legislation ( Report 404,
SOth Congress, Ist session, p. ot in the following terms:

“The Seeretary shall, to the extent possible, enter into a con-
tract with a suflicient number of carriers, ~elected on a regional
or other geographical basis; to permit comparative analysis of
their performance.”

As in the case of fiscal intermediavies under the hospital part of the
program, the carriers are reimbursed for the costs of carrying out the
functions they perform, and (also as in the caze of intermediaries) a
contract with a carrier can be terminated by the Seervetary, after oppor-
tunity for a hearing, if he finds that the carrier has not fulfilled the
terms of its agreements, Contracts with earriers are generally for a
term of one year and are automatically renewable unless notice of
termination is given 90 days hefore July 1 of cach vear. Unlike the
procedure appheable to intermediaries, however, the Secretary ean
decide not to renew a contreaet with a carrier without making a finding
that the carrier has failed to carry out the contract and without a
requirement for a hearing. The following sections deal with several
issues and questions relative to carrier performance,

Evaluation of Carrier Performance

Carrier Data Not Collected

‘The clear intent of the language in the Finance Committee Report
quoted above is that, after experience with a variety of carriers,
the Secretary would compare performance and then after complete
evaluation of all pertinent data, decide which carriers to retain and
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which to terminate, Tt is evident at this point that little action has
been tuken to weed out and terminate the ineflicient earrier, While the
Department contracted with a large number and variety of earriers, it
seems to have carried out very little objective analysis of the relative
administrative performance of the carriers until rvecently, In July
1968, the staff requested specific data on the performance of earriers
with respeet to a series of objective measures of performance, Surpris-
ingly, virtually none of the data were then available in the Social Se-
curity Administration (after two years of program operations) and
had to be developed to meet the staff request, More than five months
elapsed before this elemental and basie data could be compiled and
arranged in the order of ranking requested by the staff,

The objective information finally assembled by the Social Security
Administration and furnished to the Committee indicated wide varia-
tions in levels of performance among the carriers, The staff had re-
quested data on 16 separate items relevant to an evaluation of carrier
performance.! When transmitting these data the Commissioner of So-
cial Security indicated, with good reason no doubt, that there were
other measures of carrier performance which were not susceptible of
statistical analysis. As examples he gave the following : “the applica-
tion of the requirement of the law and regulations to the processing of
medicare cluims, including effectiveness in the applieation of criteria
for the determination of reasonable charges; carrier responsiveness to
inquiries and to other needs for service and help, as indicated by bene-
ficiaries and our field organization: and the establishment of effective
relitionships with the medical community.’

When the carriers are evaluated in some depth on these additional
factors there is still noted wide variation and low levels of perform-
ance, IFor example, with respect to the first item mentioned by the
Commissioner—con:pliance with the requirements of the law and reg-
ulations——the Social Seeurity Administration conceded in official in-
structions as late as February 1969 that many carciers did not yet have
the individual physician charge profiles necessary to earry out the
regulations.

One of the basie factors relevant to an evaluation of this element of
carrier performance would be the extent to which patients sought
Soctal Seeurity distriet office assistance in pursuing their elaims with
the carrier. Unfortunately, the Soeial Seeurity Administration does
not have data (but could easily collect it) on the number of beneficiary
inquiries about specific medicare elaims which are handled by the
Social Security distriet offices in vach carrier arca, It is not clear, then,
on what basis carrier performance in this respect is evaluated by the
Social Security Administration,

The Commissioner did agree, however, that the data reguested by
the staff was relevant to evaluating cavrier performance, The (om-
missioner made this point by referring to these data as “the principal
statistically measurable indications of carrier perforr.ance avail-
able.” * The practice used in evaluating carvier performance is de-

1The staff was well aware that no single criterion. or even two or three, could give an
acecurnte picture of a carrier’s performance. For example, It was understood that a very
low cost-r(-r-(-lalm processed might result from an administrative philosophy of pasing all
clalms without question, us much as from eflicient procedures, Thus, a high-cost carrier

could be doing a most efliclent job
2 These comparative performance and costs data appear in appendix H, p. 281.
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seribed in the language of the Socinl Seeurity Administration: “A
non-mathematical composite view of performance has been used in the
past to judge how well each carrier is meeting its contractual obliga-
tions and we are now developing (as of December 1968) a master index
of enrrier performance,”

Carrier Contracts Renewed Virtually Automatically

What has oceurred to date may be summarized as follows: The
medicare program entered its fourth vear on July 1, 1969 and during
the prior three-year period the Burenu of Health Insurance renewed
virtually all carriers automatieally for the full 1-year period in each
year. fn only one ease was a carrier renewed for a shorter six-month
period with further extension contingent upon meeting specified per-
formance requirements. In another case the contract was renewed but
with agreement to reservation of the right of the Government to reduce
the geographic area assigned if specific improvements in performance
were not attained. In December 1969 the California Blue Shield plan’s
geographic area was, in fact, reduced. Five other earriers have been
told that contracts would not he renewed unless specifie deficiencies
were corrected. These other earriers had their contract renewals made
contingent upon effective application of the criteria for determining
reasonable charges,

The stafl' does not suggest that information available to the Social
Security Administration (e.g, survey visits, internal audit reports)
are not useful in evaluating carvier performance—they ave, of course.
But it does be'ieve that much of the very basie data it requested that
previously were unavailable should he maintained on a continuous
basis and should serve as a substantial part of the core of information
vsed incarrier performance evaluation,

Sinee none of the poorly performing or ineflicient carriers have heen
dropped from the program at the initiative of the Seeretary (one car-
rier voluntarily withdrew from the program: but it was nof one of the
worer performing carriers). the stafl coneludes that the Congressional
intent has not been earried out in at least two respeets, Fivst, there has
heen no active poliey of complete and in-depth comparison of earrier
performance followed by decisions to weed out the poorer carriers in
favor of those who are efficient and economical. \s indieated, varia-
tions in performance are so great as to make at least come terminations
easily justified. Second, the performance of some carriers has been so
poor that there is little question that their performance was “inconsist-
ent with the eflicient and effective administration™ of the supplemen-
tary medical insurance progran,

Inefficiency Subsidized

Unquestionably many millions of dollars have been paid in the form
of subsidized inefliciency. Some of this expense was unavoidable hut
much of it could, the staff believes, have been avoided through alert,
aware and prompt action by the Social Security Administration. While
many millions of dollars invested in ineflicient carriers, thus far, would
be lost through termination, the staff believes that the government (and
the older eitizens whose premiums pay half of those costs) would gain
far more in the ong run throngh “cutting losses™ now.,

What appears needed are fewer carriers and a benefits and admini-
strative structure lending itself to genuine competition for the job of
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medicare ngzent, Carriers can then concentrate primarily on utilization
review rather than elaborate payments procedures. Carriers might be
compensated on other than a costs basis to induce the best health insur-
ers to undertake Part B functions. Conceivably, in addition to straight
administrative costs, incentive payments might be available related to
combined factors of utilization of services, unit costs of services and
administrative costs.

Some Blue Shield Plans Balked at Providing Program Data to Government:

The lssue of Public Accountability

The majority of the Part B carriers are Blue Shield plans, Blue

Shield, known as “the Doctors’ Plan,” is ovganized and controlled by
yhysicinus. Such organization and contro! is not inappropriate hut
s, it is apparent, created questions for Blue Shield as to whom it is
accountable and whom it represents when it functions as an agent of
the Federal Government in administering Part I3 of medicare, Perhaps
Blue Shield is and shouid be conrcerned about its obligations to phy-
sicians in the operation of its regular business. However, it has
ndditional obligations to the Government v hen it functions as medi-
care agent. Those requirements stem from considerations of publie
necountability which arise when a non-governmental agent is entrusted
with billions of dollars in public funds.

When public monies ave paid out by a Blue Shield plan—or any other
carrier or fiscal agent—the GGovernment has the right, in fact, the duty,
to be advised by the agent as to how those funds weie disbursed. These
include the names of those to whom medicare (or medicaid) payments
were made, the amounts paid, and the various components of payment,

In this context, it was distressing and almost inconceivable, that a
fair number of Blue Shield plans initially refused to comply with that
part of the Social Security instruction in response to a staff request
that they identify, by name, physicians who had been paid $25,000 or
more by medicare in 1968, Most of those plans which declined, at first,
to provide the information requested, said that they had not been
“authorized to do so by the physicians involved.”

Clearly, the issue raised did not involve “authorization™ by physi-
cians, The staff could find no provisions in law, regulation or carrier
contracts which provided that identification would not he made to the
Federal Government except with express physician *authorization.”

The underlying concern of those Blue Shield plans which resisted
providing names is understandable. Blue Shield works with and
depends upon the goodwill of physicians for much of the suc-
cess it enjoys in its regular day-to-day business where in most instances
it actually contracts with individual doetors. In medicare, however, the
contract is with the United States Government. The Government s obli-
gation is to undertake such procedures as will assist in assuring its
citizens—particularly the millions of elderly who pay preminms—that
their money is being properly expended. The Government is “trustee™
of the part 3 trust fund.

The staff stresses that its concern is with the hasic issue of publie
accountability—not with any advocacy of publication of the names of
individual physicians and the amounts paid them. Legitimite argu-
ments—pro an<i con—need careful consideration prior to any decision

to take such a course.



CHAPTER FOURTEEN
THE QUALITY OF ADMINISTRATION OF MEDICARE

As indicated earlier, most of the everyday activities in processing
claims and dealing with providers of health services are handled by
private organizations and State agencies under contract with the
Federal government. An evaluation of the Federal government’s role
should appropriately focus on two key nspects—-(lﬁ the methods by
which the Government communicates policy and other information
to its agents and how they transmit it to the provider and (2) the
methods by which the Government informs itself about the perform-
ance of the contractors and emerging problems. As one method of
evaluating the first function the stafl questionnaire sent to the car-
riers and intermediaries of the program specifically asked them to
evaluate the quality of instructions and other material which they
received from the Social Security Administration as either “poor,”
“fair,” or “good.” Specific recommendations concerning means of im-

proving the material were also requested.
The responses of the intermediaries were as follows:

Poor e 4

Fair e 27

Good e 46
Responses from the Part B carriers were:

Poor e 2

Fair e e 19

Good el 30

Almost all of the carriers and intermediaries offered specific com-
ments and suggestions—many detailed and thoughtful. The most re-
current responses can be grouped roughly as follows:

(a) instructions are not timely and should not be given to pro-
viders of services before submisston to intermediaries,

() instructions are too voluminous and detailed, and

(¢) instruction should be written more clearly and simply and
should include examples.

The staff has furnished the comments (unidentified as to source) to
the Social Security Administration for their use in improving their
instructions. The staff recommends to the Committee that it urge the
Social Security Administration to make a major effort toward greater
clarity and simplicity in their instructions to intermediaries and
carriers,

Apart from carriers, intermediaries, health agencies, and providers,
Bureau of Health Insurance instructions (including technical mate-
rials) explanatory of the program’s policy, operations, and areas of
concern should be given the greatest poseibie dissemination, with the

(121)
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least possible impediments to availability, to all directly or indirectly
concerned or interested in medicare, The extent to which this objective
can be achieved will undoubtedly be reflected in greater understand-
ing, cooperation, and support of the program—apart from stimulntin[.i
the kinds of constructive criticism which might generate improvec

performance.
Program Evaluation and Research Activities

One of the more important elements in appraising administrative
performance is the quality of the research and program evaluation
effort. One of the most important uses of program statistical data—
sound cost estimating—deserves specinl mention,

The assessment of this aspect of the research effort can perhaps be
best accomplished by examining the contribution which program data
have made to the cost estimates for inpatient hospital care—the benefit
with the largest cost. There are essentially two elements which make
up the cost of this benefit—(1) the number of inpatient hospital days
used by beneficiaries and (2) the cost in dollars of a day of covered
care.! (}i'ivcn these two figures, it is easy to determine the total cost for

a given number of beneficinries.

As of the beginning of the program, of course, assumptions about
hospital utilization and per diem costs were based on the experience of
other programs and related data. KEven as late as the end of 1967 (at
the time of congressional passage of the 1967 Social Security Amend-
ments) the cost assumptions upon which the estimates were based could
not be verified by actual program data since those data were not avail-
able, even thou fl the program had been in actual operation for almost
a year and a half.

The assumptions of per diem costs were raised at that time (with a
consequent increase in the estimated costs of the program) but they
were based, in part, on the statements of the Blue Cross Association and
the American Hospital Association rather than actual [l)rogmm data.
By the end of 1968 some data about utilization of hospitals by the bene-
ficiaries of the program for the first 18 months of the program had fi-
nally become available and were used to revise upward the estimated
cost of the program. However, complete program data on actual costs
per day were still not available. Thus the cost estimates still are not
based on program experience and only utilization is based on any pro-
gram figures. The estimates may be {ow or high; it cannot with any
certainty be said which. The reasons for the lack of program data for
use in supporting the estimates was summarized as follows by Social

Security’s Chief Actuary:

In theory, the data available from the operations of the
medicare program are adequate for making the necessary
actuarial cost estimates. In practice, however, cettain diffi-
culties have arisen—namely, (1) long delays in submission of
bills by providers of services, principally Ynospitals, (2) lon
delays in handling of bills and payment records by fisca
intermediaries and carriers, (3) the great amount of time

1 There are other elements such as the effect of deductibles and colnsurance provisions
but these are computed after the basic estimate I8 made.
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involved in completing final cost settlements that are on a
reasonable-cost basis, and (4) the excessive amount of data
that are collected for “research and statistics” purposes, which
has the effect of significantly slowing down the administra-
tion of the program and of delaying tabulations of actuarial
and operational data.

Therefore, in addition to the delay in securing data arising from the
fact that so few hospital accounting periods have been ﬁnnfly settled,
the present diflicult sitnation arises }rom an ineflective and cumber-
some health insurance research effort.

The staff concludes that the present health insurance research and
program evaluation effort needs to be substantially revised. In this
connection the following suggestions are made:

(1) Health insurance research directly related to day-to-day evalu-
ation of program administration should be given the highest priority
and slmu&d be pluced in the Bureau of Health Insurance as an admin-
istrative control under the authority of the Director of the Bureau
of Health Insurance.

(2) Program data useful for cost-estimating purposes should be
given a priority only slightly lower than program evaluation data and
should be designed and analyzed by the Office of the Chief Actuary.

(3) Health insurance research related to the impact of the pro-
gram on beneficiaries and the health industry should have the next
priority and should be carried out, as now, under the direction of the
Office of Research and Statistics.

(4) Contractors with the program—carriers, intermediaries and
State agencies—should be relieved of as much data-gathering and
report-making as possible consistent with the objectives of the research
and should be the regular recipients of analyses of data which might
be useful to improvement of their performance.

’Po.:lz '_2;‘_1‘ H‘Mk



CHAPTER FIFTEEN
MEDICAID ADMINISTRATION
Poor Administration Widespread

There are serious and costly deficiencies in the operation, admini-
stration and supervision of the medicaid program. The typical
medicaid patterns are slow payment to suppliers of health care goods
and services; little effective effort to determine whether those goods
or services were necessary (or even given); little or no control over
recipient abuse; and, general laxity of administration. Findings of
the HEW Audit Agency, reviews of State programs made by the
Medical Services Administration (the HEW agency responsibfe for
overseeing medicaid), General Accounting Office reports and those
of various individual State agencies, as well as stafl conferences with
State legislators, administrators, and others—all underpin the nega-
tive conclusions of the staff.

A detailed summary of medicaid shortcomings in 16 States is
contained in a report prepared by the HEW Audit Agency, a part
of the Office of the Secretury. That report is reproduced in ful'l us
Appendix C, p. 201. In the covering letter of August 26, 1969 forwarding
the report to Miss Mary E. Switzer, Administrator of the Social and
Rehabilitation Service (of which the Medical Services Administration
is a component arm), the Audit Agency said:

"The report shows the existence of widespread administra-
tive problems which require prompt action by both the
States and SRS if program objectives are to be achieved
efficiently and economically. Problem areas of most concern
centered on: (1) duplicate payments, excessive rates and fees,
and other types of erroneous charges which would not have
occurred if adequate management control had been estab-
lished over claims submitted; (2) the lack of systematic
reviews of utilization of service; and (3) the need for improved
procedures in determining eligibility and operating Quality
Control programs * * *,

Insofar as SRS regional and headquarters operation of the
program is concerned, recommendations included in this
report call for a current reexamination of resources utiliza-
tion and capability with a view toward stafl expansion and
strengthened administrative controls (to some extent this
has already been acted on). Also recommended are improve-
ments with regard to (1) lack of effective followup on deficien-
cies disclosed by Program Review and Evaluation Projects;
(2) untimely issuances of guidelines needed to clarify the
requirements of amendments to the Act; and (3) the need for
a more clearly defined mission and responsibility of the field
administration.

(125)
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HEW Offictal Concedes Costly Shortcoming

Top officials in the Department of Health, Education, and Welfare
have become increasingly aware of the dimensions and specifics of
the difficulties pervading the medicaid program. At the Clommittee’s
hearing on July 1, 1969, the Under Secretary of HEW, Mr. John
Veneman, said:

I would like to mention to you very briefly the results of an
audit report on medicaid that we have received from i0
States. I think that they have been submitted to the ~om-
mittee.

We anticipate that we will have audit reports from six
additional States by the end of the month.

The audits demonstrate the existence of rather widespread
administrative problems and the necessity to have some
immediate action to protect the program objectives. 1 have
just outlined one of the problems that the audit reports
reveal.

Another is the matter to which Mr. Constantine referred,
of duplicate payments, indications of excessive rates, exces-
sive fees, other types of erroneous charges that have been
made to the program, and again, the glaring thing is lack
of adequate management controls by the States, or their
agents over medicaid claims made by some nursing homes,
pharmacists, and others.

The second thing the audit reports revealed is that syste-
matic review of services is not being made. I think one of our
requirements in the title XIX program is that there be an
accurate and specific procedure for utilization review as part
of the State plans.

There were noted incidences of excessive drug refills and
overutilization of services.

The audits also noted the need for assuring that the pay-
ments are only being made to those who are eligible. They
revealed that in some cases, the identification cards were

being utilized by persons who had not met or been deemed
eligiﬁle for the program. A good deal of the expenditure
of public funds depends upon the reliability of the eligibility
standards. Mr. Kelly is with us today and he can further
elaborate on the audit reports if you desire at a lnter time.

Later that same day, the following exchange oceurred between
Senator Jordan of Idaho and the Under Secretary:

Senator Jorpan. Now, with respect to medieaid. Our staff

review made this stutement, and 1 would ask you to comment
on it.
“Federal officials have been iax in not seeing to it that
States establish and employ effective controls on utilization
and costs, and States have been unwilling to assume the
responsibility on their own. The Federal medicaid admin-
istrators have not provided States with the expert assistunce
necessary to estnb‘ish and implement proper control. Also,
they have not developed mechanisms 1101' coordination and
communication among the States about methods of iden-
tifying and solving medicaid problems.”
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Now, I think the Secretary said in his opening statement
that medicaid, probably had to deal with 44 different States
and all the different or regional differences among some of
them. But what is your answer to this charge?

Mr. VENEMAN. T weuld agree with the charge, Senator.

Senator JornaN. You agree with it?

Mr. VENEMAN. Yes.

Senator JornpaN. What can we do about it?

Mr. VeEnemaN. One thing we have to do immediately is
make sure we have compliance with State plans, that
the State plans do carry out the intent of the legislation.
I think anything of this nature is somewhat inexcusable,
but I think that it is understandable. When several States
have initinted and adopted programs of the magnitude of
title XIX medicaid, there are bound to be some problems in
the first couple of years.

Need for Federal Leadership .

Various recommendations are contained in the following section
which the staff believe might serve as a basis for Committee con-
sideration of methods of improving medicaid. However, there is
another key element which is essential if the program is to
function as intended. While the Medical Services Administration
probably requires additional personnel if effective Federal super-
vision of medicaid is to be realized, it appears vital that any additional
personnel—including officials—operate with a greater sense of re-
sponsibility and direct involvement than has been manifested here-
tofore. The Medical Services Administration needs dynamic, con-
cerned, and qualified leadership and staff if & complex, costly, and
important program such as medicaid is to be soundly administered.

Recommendations for Improvement—Medicaid

Requiring Use of Fee Schedules

The staff recommends that consideration be given to mandating
usage of fee schedules for payment of health care practitioners under
medicaid.

In this context, States might employ scheduled allowance contracts
presently held on a broad basis by Blue Shield or other third-party
»olicy-holders in a given State or portion of a State. The staff assumes
in making this recommendation that the Congress did not intend to
pay more for care provided to the indigent and medically-indigent
than private health insurers generally allow under their most widely-
held contracts or policies for their insured members who are part of
the working population.

If fee schedules are nltimately employed as a means of fixing medi-
care liability, such schedules might also serve, in modified form, as
bases for payment under State medicaid plans.

Cut Drug Costs
Require thaet drugs be provided on substantially the same basis which

would have been established under the provisions of the medicaid
amendment adopted by the Senate in 1967, That provision, sponsored
by Senator Russell B. Long, would establish a formulary of the United
States, with drugs deemed appropriate for inclusion determined by a
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high-level qualified formulary committee. Federal matching would he
limited to the amounts charged for lower-cost products of each drug
in the formulary which were determined to meet all official standards
and to be of proper quality. Exceptions to the limitations could be
made upon a satisfactory showing that a particular higher-cost prod-
uct had “distinct, demonstrated therapeutic ndvantages™ over the
lower-cost products of the same drug or where a physician preseribed
a drug product by its official or established name and the name of its
manufacturer.

In accordance with a section of the Social Security Amendments
of 1967 which called for a study of the proposal by the Department of
Henlth, Edueation, and Welfare, a report was submitted to Congress
in January 1969 by the Department’s Task Force on Drugs recom-
mending adoption of the basic provisions of the *Long Amendment.”
If that recommendation is followed, many millions of dollars in pros-
pective medicaid drugs expenditures should be saved.

Curb Overutilization Through Prior Approval of Certain Sertices

States should adopt procedures for prior independent professional
approval of elective surgery, dental care (except for minor proce-
dures), eye care, and hearing aids.

The experience of severnl States indicate that a system of prior ap-
proval for selected types of costly health care can be an effective method
of controlling utilization and costs as well as avoiding the exposure of
recipients to unnecessary hazard and pain.

The New York City “Medicaid Watchdog System™ (a description of
which can be found in Appendix D, p. 247) 1s a prototype for this kind
of activity. Under that system, dentists ave hived by the health depart-
ment to review plans of treatment and give their approval or disap-

roval. The administrators of the system elaim savings of $26 million

m 1968 in dental care costs alone. Comparable savings were experi-
enced under the prior approval system as applied to optometrists,
chiropractors, and podiatrists,

vinee the medical or dental procedures involved are not those which
generally need to be performed on an emergencey or inwnediate basis,
patients should not suffer from the short delay involved in securing the
necessary professional approval. A requirement that the review be
performed by qualified medical or dental professionals in the health
care fields involved would avoid charges of lay interference.

End Costly “Doctor-Shopping” Through Patient Designation of Primary
Physician

States should require the designation of a “primary physician” by
recipients in areas or cases where abuse of physician services by recip-
ients is detected or where that type of costly overutilization is
widespread.

In some States medicaid recipients have engaged in “doctor-
shopping.” This involves a recipient going from one doctor to another
for the same condition, getting a preseription from each physician
and not telling the second (or third, fourth or fifth) physician that he
has already seen some other physician.

For example, an illiterate elderly couple in Kentucky had 33 differ-
ent kinds of medicine in their home prescribed by six different physi-
cians. The nightstand in this couple's home contuined four nearly-full
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bottles of identical pills which different doctors had prescribed, Such
situations greatly increase the cost of the program and are wasteful
of scarce physicinn manpower.

Under the recommendation, when a State medicaid agency (or its
fiscal agent) anticipates or discovers such a situation, the recipient
would ﬁe required to make a choice of his primary physician. His
medicaid card wounld then bear the name of that physician and he
could not get any covered care—other than in an emergency—except
care provided or prescribed by that designated physician. The primary
physician, of course, could make referrals to other physicians within
the scope of the State plan. Provision could be made for a change in
primary })hysician designation upon notice to the agency in order to
preserve free choice of physician. This system should be helpful in de-
terring overutilization of physicians’ an(i other health services by those
recipients who “shop around.” It should also help prevent the practice
of an eligible rec:pient lending his medicaid card to an ineligible per-
son for his use. In this case, the “primary physician” might recognize
that the ineligible bearer of the card was not his patient.

Detect Abuse by Informing Recipients of Payments Made on Their Behalf

Require that the State furnish each recipient with a notice and ex-
planation of all health care paid in his behalf by the program.

Experience wi‘h the detection of abuse and fraud in the medicare
program indicates that beneficiary complaints about discrepancies be-
tween the “explanation of benefits™ form which they receive, and the
care actually provided, is by far the largest single source of initial
information on abuse and fraud. States should be required to insti-
tute similar procedures in their medicaid programs.

In a review performed by the Department of Health, Education, and
Welfare of seven of the larger medicaid programs not one was found
to furnish information to recipients about the medical bills paid in
their behalf, nor were the recipients interviewed to determine whether
the services paid for were actually received, In several of those States
recipients are not even required to sign the bills or a request for pay-
ment. form. For example, in an upstate New York county, recipients
are not even expected to provide verification of service by signing the
bills submitted by providers. Further, recipients are not notified of the
medical care paid in their behalf, nor are they checked with to vali-
date the quantity of care they received—not even on a sample basis.

The seven States involved in the survey account for more than one-
half of all medicaid expenditures. If California is added to the seven
(vther information indicates essentially the same situation obtained
in that State) the proportion grows to 75%.

Make Practicable Reasonable Cost-Sharing by the Medically Indigent

States should be permitted to impose reasonable deductibles and
other cost-sharing devices with respect to the medically indigent (those
with incomes or resources above the cash assistance levels) without
closely tying the specific amounts of the deductibles to the level of
income of the recipient.

Under present law (Section 1902(a)(14) of the Social Security
Act) a State may impose a deductible or co-payment feature with re-
spect to the medically-indigent only if the deductible or co-pay is
“reasonably related to the recipient’s income or his income and re-
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sources.” The effect of this requirement has been to make virtually im-
possible the imposition of deductibles or co-pay provisions because of
the complexities which result.

For example, a State defines a medically indigent family of four as
one having income between $3.000 and $4,500 a year (a family with
less than $3,000 in income would be eligible for cash benefits). If this
State wished to impose a deductible of $.75 for each drug prescription
for such families it could not do so. Under present law, the deductible
would have to vary so that a family with income just over $3,000 would
have a smaller deductible (say $.50) than a family with income just
under $4,500. To have a drug deductible ranging from $.50 to $1.00
would introduce extreme complexity and Leavy elaims processing
costs in the administration of the program,

Pharmacists and recipients allike would have diffienlty in deter-
mining just what the deductible should be at a particular point in time;
moreover, a slight change in family income could affect the amount of
the deductible.

The provision in present law purports to achieve equity by requiring
those with lower inecomes to pay a lower share of the expense. But in
actual practice the difficulties are so great that few States have at-
tempted to impose deductibles and other cost-sharing provisions. The
result has been than any deterrent effect which such features may have
on overutilization are lost to the program as well as any direct savings
which might be realized from the cost sharing. While it is difficult to
estimate the extent of savings which might result from implementa-
tion of this recommendation it would at least reverse one of the effects
of present. law which undoubtedly accounts for some of the increased

cost of the program.

End Payments to Collection Agencies

Prohibit making of vendor payments (under medicare as well as
medicaid) to independent collection and bill discount agencies—to
anyone other than the person or institution rendering the service.

he staff's attention Yms been called to the increasing usage by physi-
cians, pharmac.sts, and some hospitals of independent collection
agencies to whom they assign their medicaid and medicare billings.

Apart from the opportunity for fraud and abuse which sanction of
such agencies affords—criminal indictments have been handed down in
New York in one such case—the costs of using those agencies are obvi-
ously indirectly passed on to the program.

Snch agencies are emploved because they offer to relieve physicians,
pnarmacists, dentists and others of cumbersome paperwork and pro-
vide immediate cash for medicaid due bills which the practitioners
might otherwise have to wait months to collect.

he solution, however, lies in streamlining administration and proe-
essing—including making timely payment—rather than use of costly
and problem-creating outside collection and discount organizations.
Require Federal Approval of State Claims Control Procedures

The claims control system used by a State medicaid system (or by
its fiscal agrent) should be specifieally approved by the Department of
Health, Education, and Welfare and if not approved, specific fiscal
penalties should be invoked.
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Many States do not apply even the most rudimentary claims controls.
For example a special survey conducted by HEW staff in December
1968 and January 1969 of medicaid operations in seven different
States ! found only two with systematic methods of avoiding duplicate
payments on all health serviees covered. Only one State had procedures
to assure that medical bills were paid only after any resources available
to the recipient to pay for the medical care had been expended. None of
the States were uble to evaluate the medical necessity of the services
paid for through analysis of a recipient utilization profile or a pro-
vider practice profile. Clearly, States need not only the consultative
services suggested but alse specific claims control systems approved
by the Department of Health, Education, and Welfare. In the interest
of standardization of procedures, consideration might also be given to
requiring, where appropriate, usage in medicaid of the sume utilization
review procedures which obtain i medicare.

In May 1969, the Administrator of the Social and Rehabilitation
Service advised 15 States ? that the written description of the utiliza-
tion review practices followed in their medicaid programs were not
satisfactory. But the somewhat startling fact is that only one of the
seven States in the survey previously referred to was in this group of
fifteen States. Since none of those seven was actually employing effec-
tive utilization review practices apart from the other 14 States the
inevitable conclusion is that most States do not have effec *ve utiliza-
tion review with manv not even bothering to develop an: acceptable
system—even on paper. We would recommend that if a State fails to
establish an approved claims control system specified percentage re-
ductions in Federal matehing funds should be made.

Improve Federal Administration

Federal administration and supervision of the medicaid program
might be strengthened in the following ways:

(«) Consultants with expertise in the fields of claims review
and fisenl and professional controls shonld be made available by
the Federal Government to assist any State which requests such
assistance. Such personnel could function as a team to assist States
in establishing basic operating control programs.

(b) Regulations and guidelines should be reviewed and issued
on a timely basis.

(¢) Expanded activity to assure that States are fully comply-
ing with the Congressional intent respecting the provisions of the
medicaid statute.

(d) Special efforts to establish a system of routine and expe-
ditious exchange of information and experience on a formal and
informal basis among State medicaid agencies.

(a) Individual administrators of Medicaid programs and other ad-
ministrative personnel of those programs have complained that the
Department of Health, Education, and Welfare does not have the
present capability of supplying them with experts in various vital
aspects of the program. States—particularly smaller States—need
such help to improve basic administration and operation of their pro-
grams. HEW's medicaid administration appears to have been content

1111, Mass., Mich., N.Y., Pa., Wis,, Tex.
2 Ga., Idaho, Iowa, La., Mass., Minn., Nebr,, N. Mex., Nev., Ohlo, S.C., 8. Dak., Utah, Wyo.
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to operate primarily by determining for States whether what they

)

include in their formal State plans for medicaid meets Federal
requirements.

hat appears needed is far more than this sort of de jure evaluation
of compliance with Federal law. A positive and cooperative program
of making available Federal experts who can provide detailed concrete
suggestions and assistance for improving administration of the various
State programs is necessary.

(b) A common complaint expressed by Governors in response to the
staff questionnaire was the delay of months and sometimes years in
getting regulations and guidelines from the Department of Health,
Education, and Welfare. In many cases regulations are promuigated
after the statutory effective date and often allowing only a short time
for the States to act to meet the new regulation,

(¢) The number of onsite reviews of medicaid programs is few and
the length of time between reviews is too long. For example, the next
HEW review of the New York City program is two years away,
despite the fact that New York City spends some 20% of all medicaid
money.

(d) Various medicaid programs have developed or tried new tech-
niques of operation and admnistration. There is, however, no system-
atic way in which one State can learn from the experience of another
State. This rather obvious need for regular informational exchange
among the States has not been met by the Department of Health, Edu-
cation, and Welfare,

Establish New Medicaid Fraud and Abuse Unit

A medicaid fraud and abuse unit should be established in the De-
partment of Health, Education, and Welfare in order to facilitate and
coordinate both State and Federal efforts toward the prevention or dis-
covery and prompt investigation, prosecution, and other follow-up ac-
tivities designed to curb and punish fraud and abuse. This medicaid
unit should specifically and formally coordinate its activities with its
connterpart in the Social Security Administration concerned with
fraud and abuse in the medicare program.

The medicaid fraud unit should also routinely have available to it
all medicaid and medicare data bearing upon actual or potential fraud-
ulent or abusive activities. Such data should also be regularly avail-
able to the States to assist their enforcement efforts.

Federal administrative responsibility for the medicaid program is
now assigned to the Medical Services Administration (MSA) in the
Social and Rehabilitation Service of the Department of Health, Edu-
cation, and Welfare. MSA has no one assigned to the area of fraud.
Present MSA philosophy seems to be that discovery and prosecution
of Medicaid fraud js entirely a State matter, despite the fact that the
pregraus are funded between 50% and 83% from the Federal treasury.

The Department of Justice believes that fraud in Medicaid now
comes within the purview of Federal statutes dealing with fraudulent
claims and has indicated its willingness to prosecute such cases. How-
ever, in order to support that activity, an active investigative unit is
regm_re_d. The medicare program, administered by the Social Security
Administration, has an effective unit, staffed with trained professional
investigators, which might serve as the prototype for a medicaid unit.
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One of the most effective deterrents to fraudulent activity and abuse is
a vigorous program of detection and investigation. That vigor is rarely
found in the medicaid program today.

Moreover, the staff has found instances where a medicare fraud case
also involved medicaid but where there was no activity in the medi-
caid area. For example, a doctor in Texas subject to indictment for
allegedly submitting fraudulent elaims under the medicare program in
the amount of $101,000 also received many thousands of dollars in
medicaid payments. Yet, there scems to have been no investigation to
determine whether any of his medicaid claims might be fraudulent.
Such obviously uncoordinated and unacceptable situations need to be
corrected throngh a coordinated system of handling such cases.

Require State Fraud and Abuse Control Units

Require all States to maintain specific organizational units for the
prevention, detection, and investigation of abuse and fraud in their
health eare programs,

Some States have active programs of fraud and abuse prevention and
detection while others have little or none. This is illustrated by the
fact that some States with quite large medicaid programs report little
or no frand while other States with comparable programs report many
cases, It is quite likely that the former States (L) not rorm’t cases be-
cause they have no organized means of investigation or detection. For
example, the States of California, Maryland, Pennsylvania and New
York are among those which make at least some organized effort to
curb and deteet fraud and other abuses in their medicaid programs.

Many other States seem to make little effort. In Massachusetts, for
example, the program’s elaims control system seems to be so wenk that
abuse to a very serious degree went undetected and unchecked. Put
simply, those States which report many fraud cases nay actually have
less fraud overall than those States which report few eases where little
effort is made at detection and where program administration is so
weak that they virtually foster fraudulent activities,

Under present law, the Federal Government pays 50 percent of or-
dinary medicaid administrative costs and 75 percent of compensation
or training expenses of professional medical personnel and direct sup-
porting staff.

To assist and encourage States to establish comprehensive and pro-
fessionally staffed utilization, fraud and abuse investigation, cost
review and medical audit units, the staff recommends that considera-
tion be given to increasing Federal matching to a flat 90 percent for
personnel engaged full-time in such activities, The 90 percent rate
should apply only to those professional personnel (doctors, dentists,
ete.) and direct support stafl’ who are employed full-time in utilization
or cost review work. Of course, costs attributable to physicians and
others hired on a part-time basis to perform utilization review whose
total time involves control activity should also be subje! to the
incentive matching rate.

Consolidate Advisory Groups

The 21-member Medical Assistance Council should be terminated
and its functions combined with those of the Health Insurance Bene-
fits Advisory Council (HIBAC} which now advises on medicare.
The combined advisory group, which might be called the “Medicare-
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Medicaid Advisory Council” with total membership not exceeding 21,
should be responsible to the Secretary of Health, Education, and
Welfare.

The Medical Assistance Advisory Council was established under the
Socinl Security Amendments of 1967.> Much of its areas of concern
and organizational representation overlap those of HIBAC. The prin-
cipal differences are that the Medical Assistance Advisory Council is
concerned with State medicaid programs which vary in terms of
eligibility requirements and covered health services, while medicare
operates with a uniform national program and eligibility. But, the
similarities between the two programs are considerably greater and
more important than the differences. Both are concerned with hospital,
medical, and related care (skilled nursing home care in medicaid and
extended care in medicare), as the major and most costly items of
service provided. Patterns of payment and standards of care are re-
lated between the programs. A single advisory group would avoid
duplicative activity and lend greater focus to and coordination in treat.
ing common concerns. A subcommittee approach might be the appro-
priate method of attending to those arcas peculiar to medicaid.

Adoption of the above recommendation should enhance communica-
tion and coordination between the two principal Federal programs
involved in the financing of health care.

3 The staff also call the attention of the committee to the fact that the present composi-
tion of the membership of the Medical Assistance Advisory Counch i« probahly violative of
the explicit requirements contained in section 1906 of the Sociul Securlty Act. With respect
to MAAC membership, the stiatute states :

“The members shall Include representatives of State and local agencles and nongovern-
mental organizations and groups concerned with health, and of consumers of health serv-
fces, and a majority of the membership of the Advisory Council shall consist of representa-
tives of consumers of health services.” (Emphasis supplied )

Of the 21 members, only four might possibly be characterized as “rvepresentatives of
. consumers of health services” :

1. Dorothy M. DiMasgcio, sergeant-at-arms of the National Welfare Rights Organization,

2. Margaret E. Mahoney, executive assaciate, the Carnegie Corp

3. Rev. Robert J. McEwen, 8. J., chairman, Department of Economics, Boston College,

4. Louls Rolnick, national director, Welfare and Health Benefits Department, Interna-
tlonal Ladies Garment Workers Unlon.

The remaining 17 members, listed below, are “representatives of State and local ageneles
and nongovernmental organizations and groups concerned with health . . . As will be
noted they represent physiclans, dentists, State and local governmental agencles, nursing
homes, hospitals, and an accounting firm which does a substantial amount of audit work for

health care facilities ;
Donald C. Smith, M.D (Chairman), Professor of Maternal and Child Health, Uniy,

of Mich,

2. John Affeldt, M.D., medical director of the California Department of Charitles,
h3i Roy E. Christensen, Pres, and Chairman, Beverly Enterprises (a convalescent hospital
chain),

4. Thomas W, Georges, Jr,, M.D)., Pennsylvania Secretary of Health,

5. Sam Grals, Chairman, St. Paul and Ramsey Countv Welfare Board,

6. Kenneth J, Holmquist, hospital administrator, St. Paul, Minn,

7. Amos N. Johnson, M.b., {mst president, American Academy of General Practice,

8. Marce! Learned, partner in the firm of Ernst & Ernst (he is a specialist in hospital
auditing Prn(‘edures).

9, David O. Maxwell, Secretary of Administration and Budget, State of I'ennsylvania.
10. Elmer M. Smith, M.D., director of Burean of Medical Services, Dept. of Social Serv-

fces, State of Iowa.
11. Phillip D, Weaver, M D,, Chief of Radlology, Weld County General Hospital, Greeley,

Colorado.
12. Maynard I. Shapiro, M.D., past president, American Academy of General Practice,
13. George W. Slagle, M.D,, private practitioner. Battle Creck, Mich,
14. Eddle G, Smith, D.D.S., pmctlcln dentist, Washington, D.C.
15. Faustina Solls, Farm Worker's Health Services, State of California Dept. of Health,
106. Edward Walker, President of the American Nursing Home Assoclation,
17. George K. Wyman, Commissioner, New York State Dept. of Social Services,



CHAPTER SIXTEEN

OTHER AREAS OF ACTUAL AND POTENTIAL ABUSE IN
MEDICARE AND MEDICAID

Tremendous Growth in Chain Operations

Concern has been expressed by many existing health care institutions
and others over the tremendous growth in cﬁuin operation and con-
struction of medical facilities and their acquisition of related com-
panies. ‘ :
Senator John Williams stated on May 14, 1969 (Congressional
Record, p.-85202) :
Since medicare started there has heen a remarkable increase
in the number of chains entering the for-profit hospital and
nursing home field. These groups, whose stocks have soared to
unbelievable price-carnings ratios, are obviously lured by
medicare's generous reimbursement. The 1145 percent bonus
paid on top of reimbursable costs, the prospect of getting ac-
celerated depreciation allowances and then selling a facility
at an inflated price, the fact that medicare will pick up all of
the costs of a 100-bed facility even if its total patient load con-
sists of just five medicare beneficiaries, the fact that there is no
effective review of the utilization of beds and services in these
facilities, and the fact that the nursing home or hospital can
choose the Government agent who will determine how much
it is to be paid have certainly encouraged the get-rich-quick
operations.
Furthermore, if a chain owns an extended care facility as
well as a hospital it can see that patients go from its hospital
to its nursing home, A chain may also own pharmacies or sell
hospital supplies to a ready-made captive market in its hos-
pitais and nursing homes at high non-competitive prices.
Chains actively solicit and sell stock to local doctors who
thereafter are inescapably subject to questions of conflict of
interest any time they place patients in and order services in
medical facilities in \\‘fli(‘h they have an ownership interest.
Certainly, no case can or should be made solely because of size
against an organization which limits its activity to a number (even
a large number) of a single type of health care facility—such as skilled
nursing homes. In such instances, where the chain operates beds which
are needed in a community and without the presence of conflicts of in-
terest, opportunities exist for significant economies and efficiency in the
provision of necessary health care. The problems arise with respect to
the over-promoted chains consisting o? conglomerations of various
types of health care facilities and services where, in the final analysis,

(135)
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the Government, in the main, is expected to recognize for reimburse-
ment inflated prices paid hy those chains in their engerness to expand
and demonstrate growth, presumably in order to generate demand for
their stock.

For example, one hospital chain sought to establish as cost bases for
depreciation reimbursement under Medicare, the following:

Hospital A Hospital B Hospital C
Book value_ . ... .. ... $319, 572 $277, 174 $173, 409
Sales price.. ... ... ... 2, 250, 000 4, 800, 000 1, 800, 000

The Bureau of Health Insurance correctly refused to aceept the cost
bases claimed by the chain,

Other hospitals and skilled nursing homes are being built or pro-
posed for communities where existing facilities are adequate to serve
the needs of those areas. In most instances, this construction is not sub-
ject to approval of areawide planning agencies and if prior experience
1sany vardstick, if a bed is available it will be filled.

In the above instances, bona fide competition does not occur with re-
spect to whether one facility is more efficient and economical than an-
other. What competition does exist is for scarce health manpower and
patients—both generating further upward pressure on already high
costs.

Competition for Patients Can Lead to Conflict of Interest

In the competition for paying patients, several of the largest chains,
deliberately follow a policy of selling stock to local physicians as a
means of assuring that the new facility will get paying patients.

Unquestionably, many physicians, who have an ownership interest
in a facility, are not motivated by that interest in their treatment
of patients. Nonetheless, there is always the appearance of a potential
or implicit conflict-of-interest in physician ownership of a health care
facility or service in which he treats his patients in terms of admissions
policy, the range and frequency of services supplied, and dates of
patient discharge.

Abuse Revealed in Some Cases of Physician Ownership of Facilities

There is a requirement in Title 19 of the Social Security A~t that
States maintain a current list of owners of interests of 10 percent or
more in skilled nursing homes. The staff requested those lists, and then,
on a sample basis due to the massive amount of material received,
cross-checked on physician-owners of nursing homes who had also re-
ceived payments of $25,000 or more from medicare in 1968. On the fol-
lowing several pages are reproduced the medicare payments records
of some general practitioners located in small towns in the State of
Texas. These physicians each have financial interests in skilled nursing
homes and in some cases proprietary hospitals as well. The amounts
and patterns of charges are unusual. In particular the frequency of
visits to institutionalized patients and the aggregate amounts billed
for such visits as well as for injections and laboratory services indicate
an obvious need for thorough followup.
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Summary of Physician Reimbursement Under Medicare Calendar 1968,
Group Medical and Surgical Service, Texas

SECTION B———MEI)ICAREPREIMBURSF,MENT AND PATIENT

ROFILE
Allowed Number of Number of
Type of service charges patients services
PHYSICIAN A:
1 Total. .. ... $84, 578. 50 351 17, 099
Less deductible and coinsur-
ANCC. oo 27,238.42 _ L .....
Amount reimbursed._. ____ 57,340. 08 _ o o..
2. Visits:
(a) Office visits.. _____.__.___ 12, 7535. 50 286 2, 554
(b) Home visits_____._. ____. 3, 056. 00 47 306
Nursing home visits_ __.__ 870, 00 28 77
() Hospital visits____________ 38, 326. 00 174 7,239
(d) BECF visits__. ___._._.___. O e
(¢) Out-patient clime visits_ __ 0 .-
3. Surgery:
(a) Surgical _ . _.____..__.__. 1, 299. 00 38 74
(b) Assistant surgery. ___ ... 5 00 1 1
4. Laboratory tests_____.___. I, 8, 360. 00 239 1, 841
5. Diagnostic Xeray______._________ 2, 050. 00 92 177
6. Therapeutic X-Ray. . ... _______ L1
7. Physiotherapy . .. ... _ ... _____. 281. 00 6 59
8. Injectable drugs:
(@) Injectiononly ______. __.__ 12, 856. 00 208 4, 198
(h) Office visit with injection_. 1, 264. 00 66 206
(¢) Home visit with/injection._ 223. 00 9 20
9. Psychiatric counsclling___.._______ 0 e
10. All other:
(a) Consultations____________ 0 o
) Allother . ________.____. 3, 233. 00 123 347
PHYSICIAN B:
1. Total .. . . __._. 117, 824. 50 300 14, 338
Less deduetible and coinsur-
AMCC ... 33,978 14 ...
Amount reimbursed. ____. 83,846.36 .. ... o...
2. Visits:
(a) Office visits________.____. 8, 167. 00 208 1, 355
(b) Home visits_____________. 1, 620. 00 29 154
Nursing home visits__.___ 83, 020. 00 104 &, 332
(¢) Hospital visits_ _________._ 8, 509. 00 69 1,378
(d) EFC visits_____________.._ 0 i .
(6) Out-patient clinic visits_ _ . 0 e . . R
3. Surgery:
(@) Surgical . ____.______.___. 679. 00 19 21
(b) Assistant surgery.._ . .. __ 505. 00 9 9
4. Laboratory tests_____.____________ 10, 461. 00 208 2, 136
5. Diagnostic Xeray. . ... ____. 714. 50 69 76
6 Therapetic Xeray_ ... ___._______ 0 .
7. Physiotherapy_ .. .. ... ... _.... 0 .

35-719 0—70——10
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Summary of Physician Reimbursement Under Medicare Calendar 1968,
Group Medical and Surgical Service, Texas—Continuned

SECTION B—MEDICARE REIMBURSEMENT AND PATIENT

PROFILE—Continued

Allowed Number of Number of
Type of service charges patients services
8. Injectable drugs:
(a) Injectiononly. ... ....... $3, 731. 00 158 840
(b) Oftice visit with injection. . 188. 00 7 19
(¢) Home visit with injection.. 10. 00 1 1
9. Psychiatric counselling........_ ... [
10. All other:
(a) Consultations... .__._.__. 15. 00 1 1
) Allother_ . ... ...._. 205. 00 12 16
PHYSICIAN C:
1. Total. ... ... 65, 769. 60 183 13, 132
Less deductible and coinsur-
ANCC. .o .. 19,345.32 . ... .. N
Amount reimbursed. .. __. 46,424, 28 . ...
2. Visits:
(a) Offico visits..____._______ 12, 008. 00 155 2, 539
(b) Home visits. . . __.___.._. 11, 913. 50 104 1, 412
Nursing home visits_ __._. 92. 00 2 1
(¢) Hospital visits_ . __.__._. 7, 319. 00 45 1,114
(d) ECF visits...._.__.__..._. 0 el
(¢) Out-patient clinic visits. _ . 0 .
3. Surgery:
(@) Surgical_ .. _..___.._____. 985. 00 40 100
(b) Assistant surgery...._..._. 100. 00 2 2
4, Laboratory tests_._ ... _________. 6, 466. 00 129 1,618
5. Diagnostic X-ray. . ........_..... 1, 987. 00 71 146
6. Therapeutic X-ray._.. ... .. ... 0 e
7. Physiotherapy. ... ____.__ 15. 00 3 3
8. Injcctable drugs:
(a) Injectiononly__._ .. . __._. 17, 799. 50 167 5, 372
(b) Office visit with injection.. 2, 780. 00 53 362
(¢) Home visit with injection. 2, 872. 00 59 272
9. Pgsychiatric counseling.._______._. 0 e
10. Ali other:
(a) Consultations__.___.__._. 7. 00 1 1
() Allother.. ... ... ___._. 1, 425. 60 43 181
PHYSICIAN D:
1. Total. ... ... 74, 037. 67 276 13, 797
Less deductible and coinsur-
ANCC. oo oo 22,655, 81 ...
Amount reimbursed_ .. ... 51,380 86 oo
2. Visits:
(a) Office visits.. .. ... ... _. 5, 261. 50 228 1, 229
(5 Home visits__.__...._.._. 38%6. 00 12 48
Nursing home visits_ ____. 5, 645. 00 14 706
(¢) Hospital visits____._..._. 5, 646. 00 79 a97
(d) ECF visits____._..._..._. 1 N
(¢) Out-patient clinic visits__ _ 1
3. Surgery:
(a{ Surgical .. ... ___._.._. 1, 883. 50 52 06

(b) Assistant surgery.........
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Summary of Physician Reimbursement Under Medicare Calendar 1968,
roup Medical and Surgical Service, Tezas—Continued

SECTION B—MEDICARE REIMBURSEMENT AND PATIENT
PROFILE—Continued

Allewed Number of Number of
Type of service charges patients services
4, Laboratory tests. __. ... ... ... $7,138. 17 212 1, 397
5. Dingnostic X-ray._ . .____....____ 4, 296. 00 172 348
6. Therapeutic X-ray..____._.._._... 0 il
7. Physiotherapy.. .. ... ... ._.._. 1, 448. 00 38 362
8. Injectable drugs:
(a) Injectiononly.__._......_ 20,571 00 250 5, 086
(b) Office visit with injections. 5, 454. 00 188 1, 139
(¢) Home visit with injections. 12, 596. 00 43 1, 681
9. Psychiatric counselling___._______. 0 e
10. All other:
(a) Consulations...___.______ 235. 00 15 17
(b) Alother. . ... ._..__. 3, 476. 50 01 791
PHYSICIAN E:
1. Total oo l. 64, 030. 00 328 11, 402
Less deductible and coinsur- '
ANCC_eo oo e oo 20,528 98 .. ...
Amount reimbursed. __. .. 43,501.02 _ .o e
2. Visits:
(a) Office visits..._ .._..._... 7, 638. 00 261 1, 465
(b) Home visits_............. 0 e
Nursing home visits. ... .. 3, 540. 00 17 708
(c) Hospital visits_ . _.____._. 32, 204. 00 209 5, 824
(d) ECF visits_...._._._._.._. 0 -
(¢) Out-patient clinic visits. . . 202. 00 21 20
3. Surgery:
(a) Surgical ... _____._._... 675. 00 25 36
(b) Assistant surgery.________ 170. 00 3 3
4. Laboratory tests_________________ 8, 437. 00 225 1, 606
5. Diagnostic X-ray.___________..___ 704. 00 116 137
6. Therapeutic X-ray__.___....___._. 0 .
7. Physiotherapy. .. .. .. ____..__. 9. 00 1 3
8. Injectable drugs:
(a) Injection only....__.__._. 4, 193. 00 198 1,178
(b) Office visit with injection. . 956. 00 64 133
(¢) Home visit with injection.. 0 e aiaaas
9. Psychiatric counseling..______.____ 0 il
10. All other:
(a) Consulations... _____.____ 1, 800. 00 48 60
(b) Allother.____. ________. 3, 502. 00 124 223
PHYSICIAN F:
1. Total ... 94, 015. 01 224 13, 570
Less deductible and coinsur-
BNCC. . .o ieaan 22,794. 36 . s
Amount reimbursed. ... _. 71,220.65 . o eaeaas
2. Visits:
(a) Office visits. . __.....___._ 7, 057. 00 167 1,197
(b) Home visits....______... 82. 00 6 24
Nursing home visits...___. 2, 060. 00 5 206
(¢) Hospital visits....__.__... 14, 220. 00 74 1, 407
(d) ECF visits. ..o e ... 0 e aemmea—aa

(¢) Out-paticnt elinic visits.. . . 0
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Summary of Physician Reimbursement Under Medicare Calendar 1968,
roup Medical and Surgical Sercice, Teras-—Continued

SECTION B ~MEDICARE REINBURSEMENT AND PATIENT
PROFILE— Continued

Alowed Number of Numbet of
Ty of verviee chatges paticnts servlees
3, Surgery:
(a) Surgical . . $970. 30 38 It
ih) Assistant surgery 80,00 2 2
4. Laboratory tests B 37, 007, 51 107 6, 57H
A, Denostic N-ray .. 11, 016. 00 140 692
6. Therapeutie N-ray . 5 00 1 1
7. Physiotherapy . 1, 260, 00 65 248
S Injeetable drags:
Gy Ingection only .. 9, 226, H0 135 1, 038
thy Othee visit with injeetion 212850 64 320
() Home visit with injection. S, 780, 00 b 1, 369
0. Psvehiatrie connseling . . 0 . . B
10, All other:
fay Consultations. . 2, 440, 00 68 88
1, 092, 00 42 141

(hy All other___.

In addition to etforts to have nnusually high cost bases recognized for
purposes of medicare reimbursement, some chains (as well as some con-
sulting firms who own stock ininstitutions for which they consult) have
also songht acceptance as reimbnrsable costs of unusually high salary,
franchise fee, pereentage of gros<-income, and purchases from related
organization arrangements, Social Security has recently stepped-up
its efforts to detect and prevent abuse in those aveas and that activity is
certainly justified and worthwhile,

Conversion From Proprietary to “Non-Profit” Status Profitable

Another area of coneern which has implieations, not only for Medi-

care and Medieaid, but also for the tax collector inyvolvesa trend toward
changing the status of a proprietary health care facility to that of a
“non-profit”™ institution. For example,a group of physicians who own a
proprictary hospital with a depreciated veplacement cost of 2 million
might elaim a *fair market value™ of 1 million (inelusion of good
will, ete) and <ell it for that sum to a non-profit organization which
they in fact control, The purehase price is to be paid from the excessof
cash flow over expenses of the hospital. Prior to the transfer of owner-
<hip. the hospital may have had average net income of 200,000 subject
to ordinary tax, That S200000 now becomes tax-free and i< applied
toward pavment of the inflated %} million purehase price (along with
other items of cash flow such as depreciation) where, in Inrge part. it
becomes subject to capital gains tax vates rather than ordinary income
rates,
A principal probleny in these situations is that, under existing faw, it
is debatable whether the Internal Revenne Serviee ean denv tax-
exempt <tatus to nonprofit hospitals or nursing homes engaging in
transactions of this type, particularly where there is allegedly arm’s-
length dealing.
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Examples of Shifts From Pruoprietary to “Non-Profit” Ownership

Following is a brief, general description provided by the Internal
Revenue Service of transactions which illustrate what may occur
to asset valuations when proprietary hospitals are sold to nonprofit
organizations and where the purchasing organization pays an amount
in excess of the depreciated replacement cost of the facility:

(1) Hospital A is an 80-bed hospital located in an urban area. It
is in a building 60 years old. Many of the facilities, such as plumbing,
electricity, ete., are obsolete and inadequate for modern hospital func-
tions. It originated as a business venture involving various corporate
and individual stockholders. It lacks any real emergency room and has
neither outpatient nor obstetrics departments. Some remodeling work
has begun on the facility. The owners of the proprietary hospital were
instrumental in creating a nonprofit corporation, formed to purchase
and take over control of the proprietary hospital.

The incorporators of the nonprofit organization owned over 509
of the proprietary hospital’s stock. Over one-half of the board of di-
rectors consists of stockholders in the proprictary corporation, An ap-
praisal of the fair market value of the hospital furnished to the
nonprofit organization used the income appronch to evaluation, ie.,
apitalization of excess earnings, It placed a value of $1,300,000 upon
the hospital which was shown as the selling price. An Internal Revenue
Service valuation engineer, working with the assistance of personnel
of the Department of HEW, applied a cost approach to the evaluation
of the hospital. His fair market value, hased on depreciated replace-
ment cost was %243,000. His position was that the income approach is
not a valid method of evaluating the worth of a nonprofit hospital, It
is also noted that the entire purchase price is evidently to be repaid
out of the future earnings of the hospital, thus converting ordinary
income into capital gains in the hands of the sellers. This tax matter
is currently pending,

(2) Hospital B is a 160 bed hospital, At the time of sale, the build-
ing was I8 months old. It was set up as a proprietary hospital by a
hospital administrator and a group of business men for investment
purposes. It has developed a lavge medical staff and is the only hospi-
tal in the suburban community which it serves. The nonprofit organi-
zation is alleged to have been created by three disinterested citizens
concerned with the welfare of the community. The owners of the pro-
prietary hospital obtained an appraisal of the facility in the sum of
55,000,000 and furnished it to the nonprofit organization, The fair
market value was arrived at through the use of the income approach.
The market and cost approaches indicated in the appraisal reflect a
lower value. Relying on the sellers’ appraisal, the nonprofit organi-
zation purchased the hospital for $5,000,000. The sales agreement pro-
vided for the continued employment of the former administrator, who
was also a substantial stockholder in the proprietary corporation,

The administrator was given a good deal of control and anthority
over the hospital's future operations under the selling agreement as
a means of safeguarding the seller's interest sinee the purchase price
was apparently to be paid out of the future carnings of the hospital.
Two of the original shareholders were added to the Board of Directors
after the sale was consummated. The IRS valuation engineer rejected
the income approach taken in the seller's appraisal as invalid for the
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sale of a nonprofit hospital and applied a cost approach. With the
assistance of HEW v\pom he arrived at a depreciated replacement
cost of $2.900,000 as the fair market value of the hospital, The applica-
tion for ex (-mmmn under section 301 (e)(3) of the Internal Revenue
(‘ode was denied by the District Director. The nonprofit organization
brought suit in the Court of Claims and the matter is now p(-ndmg in
htxgnhon.

(3) Hospital (" is a 250 bed hospital. The building is 11 years old,
but contains a new wing with 150 beds. The pmpnutnn hospital wis
formed by a number of physicians interested in having a hospital in
which to practice, The hospital is loeated in a large urban area. A non-
profit organization was created. Three out of seven members of the
Bonrd of Trustees were former stockholders of the proprietary hos-
pital. The officers and administrator of the proprictary hospital were
retained by the nonprofit organization, An appraisal was obtained.
The appraisal used the income approach and placed the fair market
value at slightly over $5,000,000, The hospital was sold for $5,000,000.
The TRS veluation engineer in this case accepted the mcome approach
as a valid means of establishing fair market valne.

The value of the tangible assets was placed at $2,310,000 and the
int mgible assets or going concern value of the hospital was fixed at

,.wnm) The purchasing, nonprofit organization had plans to begin
a number of new edueational and tr aining projects, The m';_rnnl/utmn
was held exempt under section 501 (¢) (3) of the Internal Revenue Code
by the national office of IRS,

(1) Hospital 7 is a 120 bed clinie, Most of the facilities were over
50 years old at the time of the transaction, but the hospital had recently
expanded from 60 to 120 beds. Tts principal purpose was the treatment
of mental illness. It was begun by a private practitioner and expanded
its medical staff to include a number of additional owner-doctors. The
nonprofit organization was created by the snme ph\swmns who owned
the clinic. The divector of the proprietary clinie continued in charge of
the nonprofit clinic, They obtained an appraisal which based fair
market value on the income approach, The appraisal indicated the
vtlue of the tangible assets to be $1,122,000 and the goodwill to he
£656,000. The clinie was sold for $1,700,000. The TRS appraisal, using
the income approach, agreed with the value placed on the tangible
asset<, but valued the goodwill at $200,000, For this reason, nonprofit

tax exemption was denied by the national office of the IRS.

Recommendation

It is suggested that the committee consider requesting the Depart-
ment. of the Treasury to submit such legislative proposals or other
recommendations as may be deemed necessary to avoid abuse of tax-
exempt status and capital gains treatment in the sale or exchange of
health eave facilities. Particularly, the Treasury should suggest means
of valuing such facilities which do not possess the manipulative poten-
tial suggutv(l by the examples submitted by the Internal Revenue

Service,
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With respect to asset valuations for purpos s of reimbursement
under medicare and medicaid, the stafl has recommended ecarlier in
this report that “goodwill” not be recognized as an element of cost
where a transfer of ownership occurs, Further, depreciation expense
should be recognized only on the same basis as in the tax laws—

straight-line historical cost.

'?aei,_ 44 blank



CHAPTER SEVENTEEN

REPORTING OF MEDICAL PAYMENTS TO TAX
COLLECTOR

Until very recently, insurance companies (including those partiei-
patingin medicure), many Blue (‘ross-Blue Shield organizations, State
agencies participating in the medicaid program, and employers and
unions having self-insured or self-ndministered health plans did not
file information returns with the Internal Revenue Service when they
made payments to (or with respect to) doctors, dentists, and other
suppliers of medical and health care services and goads on hehalf of
individuals.

On November 13, 1969, largely in response to views expressed
during hearings before the Committee on Finance (hearings on medi-
care and medicaid, July 1 and 2, 1969), the Internal Revenue Service
revoked its prior policy and announced that henceforth information
roturns would be required with respeet to payments aggregating $600
or more made to (llo('tm' or other provider, Payments made to cor-
porations (including professional service corporations set up by doctors
for tax purposes) were specifically excepted from this reporting
requirement.

No doubt. this change in attitude hy the Internul Revenue Service
and the publication of its new position requiring information returns
with respect to medical payments made to doctois and other providers
prompted the conferees on the Tax Reform Aet to omit a Senate
amendment, added to the bill by the Committee on Finance hofore the
Service position was reversed. This Senate amendment called for
detailed reporting of medical pavments, including pnyments niule to
an insured person, either in reimbursement. for payments he had made
to a doctor or other provider, or with respect to services performed by
the doctor or other provider.

The staftf believes the present requirements of the Internal Revenie
Service leave much io be desired. \s already noted, they do not cover
payments made to corporations. Nor do they cover the »o-called indirect
pavments—those payvments made to the insured who receives the
amount, either as reimbursement. for payment he has already made, or
who presumably will use the proceeds in settlement of an unpaid bill.
The stafl views this shortcoming of the present. reporting requirament
as a substantial defect which can lead to massive shifts in bil{il»g prac-
tices by doctors and other providers of health care services seeking to
avoid having their payments reported to the tax collector. Such a
shift could also have a serious implications with respect to the patient
who may be unable to pay his doctor first and then seek reimbursement
under his health insurance policy.

Another important defect in the new reporting requirements con-
cernis the inability of the Internal Revenue Service to require the payep

(145)
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to furnish the doctor or other provider of medical services, goods, or
supplies with a copy of the information return or similar statement,
We believe it is important that the doctor or other provider he
informed of the amount reported to the Internal Revenue Service as
having been paid with respect to serviees he rendered or goods and
supplies he furnished.

Yet another defect in the new reporting requirements is their failure
to impose a reporting responsibility upon payees acting as conduits
and who, in fact, merely transfer the msurance proceeds to the tax-
paver actually rendering the services. For example, many clinics or
associations of doctors may designate a single doctor to receive pay-
ment for services rendered by all the doctors in the elinic or association,
The same could be true of doctors who join tegether in a professional
serviee corporation for the practice of medicine. The stafl believes the
information required under the new Internal Revenue Serviee require-
ment will not Il)v very useful as an enforcement deviee beeaunse IRS
cannot know which doctor received what portion of a consolidated
group payment,

Unfortunately, these defeets largely reflect shortcomings in the stat-
ute itself, and few, if any of them, ean be corrected by further admin-
istrative action,

Probably the most serious shortcoming of the present reporting
requirement, however, concerns whether it is supported by the present
law. The applicable statute (sec. 6041 of the Internal Revenue Code)
requires “all persons engaged in a trade or business and making pay-
ments in the course of such trade or business™ to render a true and
acceurate return reporting payments to another person aggregating
S600 or more during the yvear, It has been argued that payments paid
by an insuranee company to or on behalf of a private citizen for health
care goods and ~ervices are not encompassed by this language. Rather
it is argeod that the insurance company, in such cases, merely acts as
the agent of the private citizen. And, pursuing the analogy, since the
private citizen is not required to report payvments he makes to his doe-
tor for ~ervices rendered to him, netther is the insurance company.

The Internal Revenue Serviee position with respeet to this question
is stated as follows i the Revenue ruling announcing the new report-
Ing requirement -

Pavments of fees under the plans, programs, or policies here
considered to doctors or other suppliers of health care services
are made in the course of the trade or business of the persons mak-
ing the payment. Neeordingly, it is held that such persons are
reqiired to file forns 1099 with respect to such payments made
directly to doctors or other ~uppliers, (Rev. Rul. 69-595—Nov. 13,
1969.)

The staff has already observed that the new reporting requirement
fails to require reports of indirect payments (those made to a private
person for a bill paid or to be repaid. to a doctor or other provider).
At this pomt we express the fear that the eontroversy deseribed in the
two innnediately preceding paragraphs could develop into litigation
which might place the validity of the present reporting requirement in
doubt for years to come.



147

With a payer of dividends and interest now required to report pay-
ments to a person nggregating $10 or more during the year (with addi-
tional statements required of nominees identifying the principal to
whom they repaid the amounts) the present reporting requirements
with respect to mediceal payments seem particularly inndequate.

In the opinion of the staff, the committee should consider again the
sort of comprehensive amendment. it added to the Tax Reform Act.
That amendment corrects and overcomes the defects in the new ad-
ministrative reporting requirement and would provide the Internal
Revenue Service with information vastly more useful to it in enfore-
in%r the tax laws of the Nation.

‘he features of that amendment are explained in the Report of the
Committee on Finance accompanying H.R. 13270, the Tax Reform

Act of 1969, in the following terms:

“4, Reporting of Medical Payments (sec. 944 of the bill, sec.
6050A of the code, and sec. 1122 of title X1 of the Social
Security Act)

Present law.—Under present law every person making pay-
ments in the course of lis trade or business to another person of
rent, salaries, and a variety of other fixed or determinable gains,
profits, and income amounting to $600 or more in a calendar year
must file an information return showing the amounts paid and
the name and address and identification number of the recipient.

Under Internal Revenue Service procedures in effect when the
bill was ordered reported, information returns were not required
of insurance companies (including those participating in medi-
care), Blue Cross-Blue Shield organizations, State agencies par-
ticipating in the medicaid program, and employers and unions
having self-insured or self-ndministered plans, when they made
payments to doctors, dentists, and other suppliers of medical and
health care services and goods on behalf of individuals. These
organizations are now required by the Internal Revenue Service
to make information returns with respect to payments to doctors
and other suppliers,

General reasons for change.—Although these organizations are
now required by the Internal Revenue Service to make informa-
tion returns with respect to direct payments to doctors and other
suppliers, there is no authority under existing law to require
reporting by these organizations of payments made to the patients
for services or goods furnished by the suppliers even though in
normal circumstances they are paid over to the suppliers or
represent reimbursements of earlier payments made by the
patients.

The committee believes it desirable to provide specific rules
requiring information returns to be filed with respect to payments
in excess of $600 during the calendar year to suppiiers of medical
goods and services, whether the ppyments are made directly to
the supplier or to the patient or other third prrty in reimburse-
ment for payments to tlle supplier. To omit reporting of payments
where they nre not made directly to the supplier could encourage
the use of indirect payments in order to avoid reporting for

Federal income tax purposes.
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Irplanation of provision.--The committee has added to the bill
a provision requiring the filing of an information return for pay-
ments of $600 or more made during the ealendar year to u supplier
of medical goods and services. The reporting requirement covers
myments to doctors, dentists, and other suppliers of medical and
,wnlzh care services. It also covers pavments for medical and
health care goods und services such as medicines and orthopedie
and prosthetic deviees, and medicine and other goods and services
rendered, furnished or dispensed by doctors, dentists, and other
sul)pliors of medical services.

he requirement also applies to panyments made to any person
in reimbursement for amounts paid or payable to u supplier.
For example, an insurance company must report as pavment to
a doctor an amount paid by it to a patient in reimbursement of
amounts paid or payable to the doctor by the patient.

All payments, whether made directly to the supplier or to
another person in reimbursement for amounts paid or payable to
the supplier, must be aggregated in determining the amount paid
during the year.

The following exceptions from these requirements are provided:

(1) The reporting requirement does not apply to payments not
made in the course of a trade or business. For example, the re-
quirement applies to an insurance company that pays an insured
patient’s doctor bill for medical services or reimburses the insured
putient for the amount of the doctor bill, but it does not apply
to the patient himsell when he pays a doctor, beenuse he is not
muking the panyment in the course of a trade or business

(2) The provision does not apply to the pavment of wages
subject to withholding by an employer (with respest to which a
statement is made under section 6051), a payment to a tax-
exempt organization deseribed in section 501(¢)(3), or a payment
to an agencey or instrumentality of the United States or a State
or politieal subdivision of a State.

(3) The provision does not apply to payments for goods or
services dispensed or supplied by a noninstitutional pharmacey.

(4) The reporting required does not apply to any payment to
an individual by his attorney or agent, or to any payment made
by a person with respect to which a return is made by any other
person.

(5) Tn the ease of a payment in settlement of a elnim which
includes reimbursement for amounts paid or puyable to u supplier
of medical and health care services or goods, reporting is required
only to the extent that these amounts have heen separately
identified to the person making the payment. (The payment
nmust contain determinable sums specifically  attributable to
identified persons.) For example, if a casualty insurer makes a
lump sum settlement which encompasses not only medical ex-
penses but also compensation for personal injuries or property
damage, the medical expenses must be reported only to the extent
they have been ~eparately identified to the insurance company.

(6) In many cases, the amount of expenses for medical and
health care goods and services is greater than the amount re-
imbursed by the insurance company. This may be the case, for
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example, where the insurance company reimburses only a speci-
fied percentage of medieal expenses, or where no reimbursement
is made for a fixed initinl nmount, such as $100. The bill gives
the Secretary of the Treasury or his delegate reguluatory authority
to provide Tor the determination of the amount paid to each
supplier in these cases where the reimbursement covers more than
one supplier, and the payment does not separately state the
amount paid in reimbursement of amounts paid or payable to
each supplier.

The committee recognizes that the provisions requiring re-
porting of payments to persons in reimbursement for amounts
yid or payable to suppliers will impose an additional burden on
insurance companies and other organizations from whom re-
porting is required. However, the committee believes it is neces-
sury to require reporting of these payments to prevent a shift to
indirect payrent of doctors and other suppliers which would
undermine the effectiveness of the requirement that direct
payments be reported. The committee expects that the Commis-
sioner of Internal Revenue will work with the insurance industry
and with other reporting organizations to devise wethods of
reducing the cost of complying with the new reporting
requirements.

The committee also recognizes that amounts reported as
payments to suppliers which are actually payments to other
persons in reimbursement for amounts billed by suppliers will
not always accurately reflect the actual income of the supplier.
The committee anticipates that the amounts reported under this
provision will be helpful to the Internal Revenue Service in
selecting returns for audit und in providing background infor-
mation with respect to the audit o* returns of suppliers, but it
does not intend that the reports be used as evidence in themselves
of income received by the supplier.

The bill provides that the mformation supplied in the informa-
tion return with respect to any person is to be furnished to that
person on or hefore Junuary 31 of the following calendar year.
For example, if a sepurate form is supplied to the Internal Reve-
nue Service with respect to each payee, a copy of the form is to
be sent to the payee.” (S. Rept. 91-552, 91st Cong., first sess.,
1069, pp. 208-301.)

The stafl observes that failure to adequately report the billions of
dollars in health care payments constitutes a major gap—if not the
major gap—in the IRS’s information gathering process, These health
insurance payments, if fully and properly reported, will provide the
Internal Revenue Service with a more detailed and complete picture
of the gross income of hundreds of thousands of taxpayers.

The concern with seeing that these billions are routinely reported to
IRS does not imply any wrongdoing or tax evasion on the part of
those receiving private health insurance payments. 1t simply reflects a
legitimate concern that our income-reporting system be as inclusive and
comprehensive as possible. Certainly, every honest taxpayer shares in

that concern,

’Pac(i \59 uﬂnl’.



APPENDIX A

Additional Tabular Analysis of Payments to Physicians
Receiving $25,000 or More in 1968
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APPENDIX A.—ADDITIONAL TABULAR ANALYSIS OF PAYMENTS TO PHYSICIANS RECEIVING $25,000

OR MORE IN 1968

Table 1.—Physicians reimbursed $25,000 or more under Medicare during calendar year 1968: Number of physicians

distributed by number of beneficiaries treated and by amount resmbursed

[Excludes physicians known to be in group practice)

Number nf beneficiaries treated

Number of physicians. . ... . ...

Undero0. oo oo ...
SOt 74 ...
o0 ...
100to 024, ______ . . _..____._
126 t0 149, ...
150 to V74 ..
175t0 199 . ...
200t0224_ ... . ... ...
25t 249 _ ...
2500 274 ...
7510299 _ ...
300to 324 ...
325to 349 . ...
3500 374 ...
315t 399 ..
400to 424 ...
125t0 449 ___ .. ...
450to 474 _ .

475t0499__ __ ...
500to K49 _ ...
55060 999 ..

600to 649 _ ... ..

Number of physicians by amount reimbursed (in thousands)

All 150 and
physicians 25-29.9 30-34.9 35-39.9 4044.9 1540.9 50-74.9 75-99.9  100-124.9 125-149.9 over
4,284 1,59 960 Hh2 340 226 432 111 40 10 18
8 b S B e e e e
43 29 6 : 3 1 PN
121 81 23 b 3 2 T e e eemem e
256 149 58 23 13 4 T e e
355 193 72 35 20 10 23 o e eaeaan
411 198 105 Y 23 15 14 L
431 204 120 48 27 13 14 5 S
421 168 117 62 20 17 27 3 )
408 152 11 23 30 20 34 6 |
281 94 67 48 23 15 29 3 P
281 81 61 H3 31 17 34 3 | SIS
217 65 43 26 25 19 31 6 P
155 34 39 24 14 18 10 ! U 1
123 27 27 15 12 12 23 2 4 . 1
9% 18 19 15 15 7 20 1 |
88 13 16 11 11 N} 25 5 | 1
70 10 7 13 6 2 21 7 3 | R
51 7 1 9 4 7 14 L5 S, 2 2
56 5 2 8 6 6 18 10 ... 1 ...
38 8 7 9 7 7 9 6 L PRI
48 7 2 3 8 d 15 3 [ SR 1
21 4 2 5 1 1 3 LS N

" ~ ) 1



APPENDIX A.—ADDITIONAL TABULAR ANALYSIS OF PAYMENTS TO PHYSICIANS RECEIVING $25,000
OR MORE IN 1968—Continued

TasLe 1.—Physicians reimbursed $25,000 or more under Medicare during calendar year 1968: Number —  hysicians
distributed bu number of beneficiaries treated and by amount reimbursed—Continued

Numlwr of uh)sm s h\ mnmmt reimbursed (in thousmuh)

All 150 and
Number of beneticiaties treated physicians 25-29.9 30-34.9 35-30.9 40-44.9 45-49.0 -7 7509.9  100-124 9 125-149.9 ovel
6 to 699 .. .. 25 2 6 3 2 2 4 3 2 ... 2
700 to 749 _ ... 23 1 1 2 3 4 6 t .,
T0to 799 __ ... 20 1 4 2 3 I 7 1 P,
800to 849 . ... 18 6 ... . 2 | 2 3 1 B I
850to 8 __ . 8 2 2 L. | 2 . | S
WNOto 949 .. 17 6 3 2 1 ] 1 i | . 1
050 to 999 _ __ . ... 14 7 2 1 2 Ll . PO
LOOO to 1,199 .. . . ... H0 16 13 7 + B} 3 1 1 i 1
L200to 1,399 . ____.____ 28 2 11 3 4 1 2 1 1 . 3
L,400 to 1,599 __ . __. .. ____ ... 21 L. 7 4 4 2 2 1
1,600 to 1,799 ___ .. _____.. 21 ... H 4 2 4 2 1 1 1 1
1,800 to 1,999 . _____.___. 8 . 2 " 2 ... )
2,000 andover__._______ __._. 3 el e . | i 13 10 2 2 3



TABLE 1a.—Number of group practices reimbursed $26,000 or more under Medicare during calendar year 1968
distributed by number of beneficiaries treated and amount reimbursed

Number of physicians by amount reimbursed (in thousands)

Number of benefic.aries treated Allgroups 25 20.9 30-34.9 35-39.9 40-44.9 15-49.9 50-74.9 75-00.9  100-124.9  125-140.9  150-199.9 ~m1;lvl:a(:
Number of groups t_.____. 905 203 145 91 56 H8 152 69 27 23 20 56
Under 200, ___._____. 89 45 26 10 3 1 U
20010 249 ___. 54 31 11 4 2 1 4
250 to 200 .. .. __. 87 32 23 13 5 6 7 P
3060 to 349 ... _. 62 21 17 8 1 4 6 4 b o
350 t0 399 __.___ .. 73 10 14 18 10 7 10 3 L . | S
400to 449 ____ . ____. H2 8 12 H 8 9 9 SR
450t0 499.. ... _ ... _. 44 H 10 3 3 9 12 P
500t0 H99___ ... __. 066 8 6 4 10 5 20 10 | S 2 .
600t0o699.._._ ... 46 4 3 7 3 . 20 6 1 2 s o
700 to 799 ... .. 42 6 3 4 1 ... .. 14 6 6 ... 1 1
800to 899 . ______... 32 5 1 | 2 8 12 1 2 o el
900t0 999 ... _____ 36 6 5 2 . 1 4 5 6 4 3 L
1,000 to 1,199_______. Hd 14 6 2 ... 4 8 4 3 6 2 b
1,200 to 1,399_ . __.._. 42 H 6 3 2 2 7 1 1 3 6 6
1,400 to 1,599 ... _. 32 2 1 3 2 3 2 2 1 2 7 7
1,600 to 1,799 _____.. 22 . ... | . H 2 S S 1 1 9
1,800 to 1,999 _ . ____. | | S, 1 4 ... 1 | 3
2,000 and over..._.._. 61 | R 3 1 1 10 11 5 2 2 25

1 Represents number of clinics and group practices so identified in social security records. Number of individual physicians represented s not known.



TaBLE 2.—Physicians reimbursed $25,000 or more under Medicare during calendar year 1968: Number and percent of
phystcians and of physician groups by average payment per beneficiary treated and physician specialty for selected

specialties

General practico

General surgory

Other surgery }

Internal medicino ?

Average payment per boueficiary

(in dollars) Number Porcent Number Percent Number Percent Number Percont
Number of physicians. .. __ 625 100. 0 590 100. 0 274 100. 0 1, 184 100. 0
Under $20. . .. ... . ... 0 . 0 0 ... 0
$20.00 to $29.99_ ... ____. 1 .2 1 . 0 2 .2
$30,00 to $39.99_ . . _..... 1 D S 0 0 3 .3
$40.00 to $49.99 _ . _.._.... 5 . 8 2 B 0 3 .3
$50.00 to $59.99_ . _ . ___ ... 2 I S 0 .- 0 16 1.4
$60.00 to $69.99 . _______. 9 1.4 2 .3 1 .4 30 2.5
$70.00 10 $79.99. ________. 18 2.9 1 2 0 60 5.1
$50.00 to $89.99___ ___.__. 27 4.3 b} .8 3 1.1 79 6. 7
$90.00 to $99.99_ .. __.._ 39 6.2 9 1.5 12 4.4 103 8.7
$100.00 to $124.99. _______ 102 16. 3 45 7.6 19 6.9 251 21.2
$125.00 to $149.99_ _____.__ 106 17.0 67 11. 4 36 1.1 200 16. 9
$150.00 to $174.99. ______. 82 13.1 96 16. 3 37 13.5 143 12.1
$175.00 to $199.99_ _______ 51 8.2 90 15. 3 3 12. 4 85 7.2
$200.00 to $224.99_ _______ 39 6.2 71 12.0 25 9.1 54 4.6
$225.00 to $249.99_ . ______ 27 4.3 61 10. 3 22 8.0 37 3.1
$250.00 to $274.99________ 24 3.8 36 6.1 20 7.3 32 2.7
§275.00 to 8299.99_ . _____ 19 3.0 24 4.1 20 7. 20 1.7
$300.00 to $324.99_ . ___ ... 19 3.0 23 3.9 13 4.7 22 1.9
$325.00 to $349.99_ _____._ 11 1.8 18 3.1 5 1.8 11 .9
$350.00 to $374.99_____ __ 9 1.4 10 1.7 10 3.0 6 .5
$375.00 to $399.99_ __.____ 6 1.0 7 1.2 4 1.5 8 T
$400.00 to $449.99 ______. 12 1LY 9 1.5 4 1.5 5 .4
$450.00 to $499.99 . _______ 8 1.3 6 L0 2 L7 7 .6
$500.00 to $599.99__ . ____. 3 .o 3 ) 3 1.1 4 .3
$600.00 to $699.99_ ____ ... 3 ) 2 B, S 0 1 .1
$700.00 to $799.99_ ____.._ 1 2 2 .3 2 B A, 0
$800 and over ... ... 1 W2 e 0 2 T 2 .2
Median payment amount. . $150. 6 $193 6 $196. 3 $130. 6
Mean payment amount . ... $150. 81 $187. 95 $187. 58 8129. 05

Median p:\yme}lt7amount,=$147.4, $196.3, $193.6, $129.8,

9¢1



TasLe 2.—Physicians reimbursed $26,000 or more under Medicare during calendar year 1968, etc—Continued

Opthalmology Radiology Urology Other specialties (iroups?

Number Percent Number Percent Number Percent Number Percent Number Percent
Number of physicians.. 425 100. 0 223 100. 0 782 100. 0 181 100. 0 905 100. 0
Under $20. . - . . 0 H 22 ... 0 2 1.1 10 1.1
$20.00 to $29.99. . ..o .- 0 81 36.3 ... 0 16 8.8 65 7.2
$30.00 to $39.99_ _ _ ... ... _._. 0 43 19083 (oo 0 2 1.1 45 50
$40.00 to $49.99____.. 1 .2 25 1.2 ... 0 9 5.0 29 3.2
$50.00 to $59.99_.__.. 8 1.9 10 4.5 1 .1 11 6.1 38 4.2
$60.00 to $69.99_ . _... 4 .9 b 2.2 1 .1 7 39 47 5.2
$70.00 to $79.99_ . __ .. 10 2.4 11 49 H .0 12 6.6 42 4.6
$80.00 to $89.99___ . _. 18 4.2 8 3.6 13 1.7 6 3.3 56 6.2
$90.00 to $9999_____. 19 4.5 3 1.3 21 2.7 11 6.1 85 9.4
$100.00 to $124.99__ .. 72 16. 9 7 31 02 11. 8 16 8 8 179 19. 8
$125.00 to $149.99. ... 81 19.1 5 2.2 194 24. 8 13 7.2 115 12.7
$150.00 to $174.99_ ... 52 12. 2 5 2.2 165 21. 1 17 94 76 8.4
$175.00 to $199.99. ... 49 11. 5 2 .9 106 13.6 7 3.9 36 40
$200.00 to $224.99. ... 42 9.9 3 1.3 75 9.6 9 50 32 3.5
$225.00 to $249.99___. 22 5 2 2 .9 39 5.0 13 7.2 16 1.8
$250.00 to $274.99_ __. 11 2.6 3 1.3 32 41 3 2.8 9 1.0
$275.00 to $299.99. __. 12 2.8 1 .4 20 2.6 2 1.1 8 .9
$300.00 to $324.99_. .. 5 1.2 2 .9 2 .3 6 3.3 6 .7
$325.00 10 $349.99._.. 10 2.4 ... 0 2 .3 4 2.2 2 .2
$350.00 to $374.99____ 6 L4 ... 0 6 8 . 0 4 .4
$375.00 to $399.99. ... 2 I S, 0 2 .3 1 .6 1 .1
$400.00 to $449.99_ ... ... ... 0 1 .4 4 ;) 4 2.2 4 .4
$450.00 to $499.99_ . ... ... 0 ... e 0 ... 0 2 Ll . 0
$500.00 to $599.99_ ... 1 2 e 0 i .1 3 ) B . 0
$600.00 to $699.99_ . ___._...__. 0 1 B SO 0 2 L1 .. 0
$700.00 to $799.99_ _ ... 0 .. 0 1 A O 0 - 0
$800.00 and over. .. ___.___..... 0 e . 0 ... 0 1 B 0
Median payment

amount..______.__. $149. 7 $40. 7 $159. 7 $121. 9 £105. 0
Mean payment
amount..__..______ $141. 41 $38. 19 $160. 80 $141. 57 $93. 75

; Includes neurological, oral, orthopedic, plastic, and thoracic surgery.
Includes subspecialtios such as gastroenterology, cardiovascular disease, etc.

# Represents number of clinics and group practices so identiqed in social security records.
Number of individual physicians represented is not known,
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TaBLE 3.—Physicians reimbursed $26,000 or more under medicare during calendar year 1968. Number and percent of
physicians and of physician groups by proportion of beneficiaries trealed surgically and by physician specialty for

selected spectalties

General practice  General surgery Internal medicined Ophthalmology Urology Other specialtics Groups ¢
Surgical treatment Num- Num- Num- Num- Num- Num-
ratio! ber Percent ber  Percent ber  Percent ber  Percent ber Percent ber Percent
Number of
physicians.... .. 6256 100.0 1,184 100.0 425 100.0 782 100.0 404 100.0 905 100.0
|, 52 8.3 .3 0 183 156 ._... 0 ... 0 76 188 81 9.0
Less than 5._____. 281 45,0 2.9 1.1 800 67.6 1 .2 8 1.LO 240 59.4 267 29.5
5t099. . _____.__ 152 24.3 4.9 2.2 119 10.1 3 7 14 1.8 20 50 94 10.4
10to 149__.____. 47 7.5 7.0 3.7 28 2.4 8 1.9 10 1.3 14 3.5 77 8.5
15t019.9.._____. 43 6. G 6.8 4, 4 21 1.8 29 6.8 16 2.1 6 1.5 81 9.0
20t0249________ 16 2.6 4.4 5.1 7 .6 37 817 15 1.9 7 1.7 79 8.7
25t029.9_.___._. 12 1.9 4 4 4.0 3 .3 29 6. 8 10 1.3 5 1.2 61 6.7
30t034.9_._..._. 5 .8 2.9 6. 2 3 .3 46 10.8 23 2.9 2 .5 37 4.1
35t039.9.._._.__ 5 .8 3.4 5 5 2 .2 38 8.9 36 4.6 2 .5 15 1.7
40to44.9________ 1 .2 3.9 8.4 3 .3 41 9.7 H4 6.9 4 1.0 18 2.0
45t049.9_____._. 3 .H 5.3 7.3 1 .1 41 9.7 44 5 6 1 .3 13 1.4
50toh49_____________. 0 5 6 6.9 1 .1 43 10.1 65 83 3 .7 5 .6
.2 6.6 6.9 3 .3 30 7.1 77 9.9 b 1.2 15 1.7
.3 85 7.1 2 .2 28 6.6 95 12,2 b 1.2 17 1.9
0 8. 8 9.9 1 .1 22 5.2 105 13. 4 4 1.0 11 1.2
.H 8.1 6.9 2 .2 12 2.8 75 9.6 3 L7 10 1.1
0 7.0 5 8 1 .1 7 1.7 54 6.9 2 .5 11 1.2
.2 5.3 40 2 .2 6 1.4 47 6.0 3 LT 6 T
0 2.5 2.2 2 L2 3 .7 24 31 1 .3 4 .4
0 .9 L ... 0 1 .2 9 1.2 1 .3 2 .2
.2 .5 R S 0 ... 0 1 D R 0 1 .1
0 .2 0 ...... 0 _.... 0 ... 0 ... 0 ... 0
Mean ratio.______ 78 3.2 38. 3 56. 5 3.0 12.0
Median ratio..._. 4.6 2.6 42. 6 61.0 2.6 10. 6

1 Represents number of beneficiaries treated by an individual physician or physician
group for whom medicare received one or more bills for surgical treatment expressed as
a proportion of all beneficiaries treated by that physician or group.

2 Includes neurological, oral, orthopedic, plastic, and thoracic surgery.

3 Includes subspecialites such as gastroenterology, cardiovascular disease, ete.
¢ Represents number of clinfcs and group practices so identified in social security
records. Number of individual physicians represented is not known,

8¢1



TanLe 4.—Physicians reimbursed $25,000 or more under medicare during calendar year 1968. Number and percent of
whysicians and physician groups distributed by proportion of beneficiaries treated in extended care facilities, and

y physician specialty for selected specialtics*

General practico  Ueneral surgery  Other surgery 3 Internal medicine ¢ Ophthalniology Urology Other specialties QGroups ¢

Num- Num- Num- Num- Num- um- Num- Per-
ECF patient ratfo ? ber  Percent  ber  Percent  ber  Percont Number Percent ber  Percont  ber  Percent  ber  Percent  ber cent
Number of
physicians.____. 625 100.0 590 100.0 274 100.0 1,184 100.0 425 100.0 782 100.0 404 100.0 905 100.0
| 340 54.4 471 79.8 230 83.9 633 53.5 377 887 659 84.3 342 84.7 643 711
Less than 5_._._.. 178 28.5 92 15.0 36 13.1 432 36.5 46 10.8 106 13.6 38 9.4 202 223
5t09.9 . __ 28 4.5 17 2.9 6 2,2 46 3.9 1 .2 15 1.9 11 2.7 31 3.4
10to 149 __.... 20 3.2 b .9 1 .4 16 1.4 1 .2 1 .1 4 1.0 13 1.4
15t0 199 . ___._. 12 1.9 3 i S | 1} B! 0 1 .1 1 .3 4 .4
20t0 24.9___._.__. 12 1.9 2 .3 1 .4 ) Y S 0 ... 0 ..._. 0 3 .3
25t0 299 _____. 1 2 ..., 0 ... 0 8 T o 0 ... 0 2 5 1 .1
30to 349 ____._. 6 1.O ..., 0 ...._. 0 4 3 ... 0 .-..... 0 1 3 ... 0
35t0399. ... 3 S5 oeo.. 0 ... 0 9 8 ... 0 ...... 0 ... 0 1 .1
40to 44.9___._._. 4 6 ... 0 ... 0 6 5 ... 0 ... 0 1 3 1 .1
45t049.9. ... __ 3 L 0 ... 0 1 1 ... 0 ... 0 __.... 0 ... 0
S to d49. .. .. 3 H . 0 . 0 3 3 ... 0 ...... 0 1 3 1 .1
0ht0 599 ... .. 4 6 L. 0 ... 1] 3 3 .. 0 ... 0 ... 0 ... 0
60 to 64.9..___._. 1 L2 L. 0 ... 0 1 1 ... 0 ... 0 ... 0 _..... 0
6510699 ____.__ 2 3 ... 0 ... 0 2 2 ... 0 ... 0 ... 0 1 1
0to749._______ 1 2 .. 0 ... 0 2 2 ... 0 ... 0 ... 0 ... 0
7540799 ______. 1 2 ... 0 _..... 0 ....... 0 ... 0 ... 0 ... 0 _..... 0
80to84.9.._._._. 1 2 ... 0o ... 0 ... 0o ... 0 __.... 0 _..._. 0 1 1
83t089.9___..___ 2 3 ... 0 ... 0 2 2 ... 0 .._... 0 2 5 2 2
90 to 94.9_ ... 1 2 ... 0 ... 0 ... 0 ... 0 ___. 0 ... 0 ...... 0
9510999 ______. 2 R 0 ... 0 ... 0 ... 0 ... 0 ... 0 ... 0
100 e 0 ... 0 ... 0 ... 0 ... 0 ....-- 0 1 3 1 1
Median Ratio.. .. 0 0 0 0 0 0 0 0
Mean Ratio.._... 5 8 . 8 T 3.0 .3 .3 1.3 1.5
1 Limited to beneficiaries receiving medical care. Excludes beneficiaries receiving only 3 Includes neurological, oral, orthopedic, plastic, and thoracic surgery.
other types of service such as surgery, consultation, diagnostic X-ray, dlagnostic 1abo- 4 Includes subspecialties such as gastroenterology cardiovascular disease, ete.
? Represents number of clinics and group practices so Identified in social security

ratory. radiation therapy, anesthesia, and assistance at surgery durning the year,
* Beneficiaries treated in ECF’s as proportion of all beneficiaries recelving medical care  records. Number of individual physicians represented i3 not known.

(oflice visits, home visits, ECF visits, and nonsurgical hospital visits)
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TasLe 5.—Physicians reimbursed $26,000 or more under medicare during calendar year 1968. Number and percent of
physicians and physician groups distributed by proportion of lgenelﬁcwries with tn-hospital medical care of all bene-
Jicraries trealed, and by physician specialty, for selected specialties

QGeneral practice  General surgery  Other surgery ?  Internal medicine ¢ Ophthalmology Urology Other specialties Groups &
Inpatient Num- Per- Num- Per- Num- Per-  Num- Per- Num- Per- Num- Per- Num- Per- Num- Per-
Hospital ratio ber cent ber cent ber cent ber cent ber cent ber cent ber cont ber cent
Number of
physicians.._.__ 625 100.0 590 100.0 274 100.0 1,184 100.0 425 100.0 782 100.0 404 100.0 905 100 0
O 28 4.5 7 1.2 1 .4 7 .0 84 19.8 5 .6 8 205 73 8.1
Lessthanb....._. 38 6.1 11 1.9 3 1.1 10 .8 274 04.5 57 7.3 32 7.9 46 5.1
5t09.9._ ... __. 53 8.5 23 3.9 17 6.2 29 2.5 38 89 107 13.7 22 5.5 65 7.2
10to 149_______. 49 7.8 40 6.8 17 6.2 55 4.7 14 3.3 1456 185 28 6.9 65 7.2
15t0199________ 61 9.8 42 7.1 26 9.5 91 7.7 4 .9 110 141 10 2.5 68 7.5
20to 249 ... .. 77 12,3 40 6.8 26 9.5 104 8.8 3 7 80 10.2 13 3.2 57 6.3
2510299 ... ___. 69 110 56 9.5 26 9.5 132 112 1 2 68 817 25 6.2 73 8.1
30to34.9_ .. ____. 65 10.4 54 9.2 26 9.5 126 10.6 4 .9 53 6.8 22 5.5 73 8.1
350t039.9. ... ___. 50 8.0 54 9.2 17 6.2 121 102 ... 0 46 59 14 3.5 65 7.2
40to44.9. . ______ 47 7.5 H0 9.5 18 6. 6 108 9.1 ... 0 34 4.4 17 4.2 58 6. 4
4510499 .. ___ 26 4,2 32 5.4 23 8.4 92 7.8 1 .2 28 3.6 7 1.7 48 5.3
50todd9. ... 15 2.4 50 85 28  10.2 75 6.3 __._. 0 156 1.9 27 6.7 51 5. 6
55t059.9. ... _. 15 2.4 35 59 10 3.7 55 4.7 .. 0 8 1.0 15 3.7 28 3.1
60to64.9. . __._ 11 1.8 28 48 8 2.9 41 3.5 ... 0 9 1.2 17 4.2 16 1.8
651t069.9._______ 7 1.1 17 2.9 9 3.3 33 2.8 ... 0 6 .8 18 4,5 22 2.4
T0t074.9_ ... ___. 6 1.0 18 3.1 3 11 36 3.0 1 .2 4 .o 4 1.0 10 1.1
75t079.9___..._. 1 .2 8 1.4 3 1.1 21 1.8 ... 0 4 .5 11 2.7 13 1.4
80to84.9. ____._. 3 .5 3 oD 7 2.0 17 1.4 1 .2 1 .1 12 3.0 14 1.6
85t0899_______. 1 .2 ) .9 1 .4 13 .1 ... 0 1 .1 6 L5 7 .8
90to94.9_ _______.. . __. 0 2 R 0 11 9 ... 0 1 .1 1 .3 9 1.0
95t099.9. ______. 1 .2 2 A 0 5 4 . 0 ... 0 1 .3 12 1.3
1000 . ... 2 3 7 1.2 5 1.8 2 L2 Ll 0 ... 0 19 4.7 32 3.5
Median ratio. . __ 204 37.0 34.0 36.6 2.3 18.5 27.8 30.3
Mean ratio_ ... __ 28.3 36.7 32.2 38.9 2.7 20.2 28.5 31.3

! Limited to beneficiaries receiving medical care. Excludes beneficlaries receiving only y Includes neurological, oral, orthopedic, plastic, and thoracic surgery.

other types of service such as surgery, consultation, diagnostic X-ray, disgnostic labora- ¢ Includes subspecialties such as gastroenterology, cardiovascular disease, ete.

tory, radiation therapy, anestlicsia, and assistance at surgery during the year. 4 Represents number of clinics and group practices so identified in Social Security
2 Boneficiaries receiving nonsurgical in-hospital care as proportion of all beneficiaries  records. Number of individual physicians represented is not known.

receiving medical care (office visits, home visits, ECF visits, and nonsurgical hospital

visits).
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TanvrLarioN oF Dyra o8 CUMULATIVE AMOUNT OF REIMBURSEMENT TO
INpivinval Praysicrsns sy MEDICARE!

A. Sources of data

Data compiled by Medicare's central office on total money amounts paid to
individual physicians under mediewre or to beneficiaries for serviees provided
by him must be tabulated from the pavment records that carriers submit to the
Administration for cach payment they make under the SMI program. Payment
records contain the wdentification number assigned to individual physicians by
carriers, the amount of reimburseraent, the physician’s speeialty, and some
hmited information about the type and place 01 serviee. By linking records with
the same identification number, it is possible to determine the amount paid under
the program by a particular carrier to an individual physician or to a bencericiary
for services provided by that physician. The name and address of the physician
are not reported in payment records. The payment record i3 the only Social
Sceurity Administration record from which this information is availabic. Data
are also generally available, of course, from other records maintained by carriers.

B. Limitations of data

As indicated above, data on cumulative amounts paid to individual physicians
are based on the identification numbers shown by carriers in payment records.
Identification numbers are assigned by cach carrier only to the physicians in its
own service area. Since carriers may use the numbering system applicable in
their own business, no uniform number system results. Carriers may change
their entire numbering system over time, or may retain the system but change
the number assigned to specific physicians. SSA was not always aware of such
changes since carriers were not asked to report them to the Administration prior
to February 1968. It is not certain that reports of number changes received are
entirely complete.

To the extent that such changer oceur and are not known, data derived from the
payment records on total amounts paid to a particular physician during a specific
time period may be assigned to two or more numbers. The effeet of this problem is
to understate the number of physicians receiving large total payments. Similar
understatement results from the geographie limitation of carrier service areas,
especially where a particular carrier serves only part of a State. For example, a
physician with ottices in areas served by two earriers will have two identification
numbers—one assigned by each carrier. At present, there is no way for SSA to
identify such situation.s and correlate data from the payment records submitted
bfy cach of the two carriers involved. This phenomenon occurs nationwide because
of the fact chat all claims involving railroad beneficiaries are handled by a separate
carrier.

In some instances, a specific identification number may represent more than one
physician. This situation arises for physicians who are staff members of free-
standing clinies or engage in other forms of private group practice. Procedures per-
mit all billing for scrvices provided to meaicare beneficiaries by physicians in
group practice to be rendered in the name of the group itself or in the name of a
single physician. In that case, only a single identification number is assigned to
the group by the carrier. The medicare central office payment records do not per-
mit identification of such groups; nor do they contain any information about the
number and specialty of physicians in specific groups or the amounts paid to
individual physicians. Such information, if collected, must be obtained from the
carriers.

Similar problems oceur in connection with the data for hospital-based physicians,
Data compiled from payvment records reflect payments to individual hospital-
based physicians only where such physicians bill medicare beneficiaries directly.
Many hospital-based physicians do not bill beneficiaries directly for their sery-
ice<. Instead, bills may be submitted on their behalf by the hospital(s) for which
they work. Under that arrangement, all payment records contain only a single
identification number, the so-called “provider number” assigned to cach hospital
at the time it is certificd to participate in the medicare program. In some in-
stances, where hospitals submit bills for their physicians billing may be done in the
name of the head of the hospital department rendering the services. Payment
records for such bills will contain the identification number assigned to the head of

the department.

! Tabular data and explanatfon provided by Bureau of Health Insurance.
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In either event, no information on the specific ))hysiei:m providing services and
the amount paid him by medicare is available from payment records. Further-
more, the tabulation of payments to a physician receiving payments from a hospi-
tal as well as through his own bills would only refleet his own billings, Regardless
of the billing arrangement, hospital-based physicians, including those billing di-
rectly cannot be obtained from SSA records. Identifying information and related
payment data would need to be obtained from carriers and providers,
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APPENDIX B.—TOTAL MEDICARE-MEDICAID PAYMENTS
TO PHYSICIANS PAID $25,000 OR MORE UNDER MEDICAID

IN 1968

Identification
number of Medicare Medicald Type of
State practitioner(s) payments payments practice ?
CALIFORNIA YYY20208Y $35908 $73,179 2
YYY20217Y 67, 922 82, 104 2
YYY20248Y 9, 790 34, 557 2

YYY20240Y 158 017 92, 950 2
YYY20257Y 27,106 65, 835 2
YYY20262Y 79,434 35 925 2
YYY20260Y 49,123 54, 250 2
YYY20283Y 43,026 29,935 2
YYY20328Y 245 619 173, 808 2
YYY20353Y 28,211 46, 149 2
YYY20373Y 88 363 143, 605 2
YYY20394Y 84,011 111, 358 2
YYY20306Y 14,603 88, 126 2
YYY20418Y 103,320 110, 465 2
YYY20432Y 65 539 118 133 2
YYY20475Y 18,144 27,015 2
YYY20476Y 42,181 79, 138 2
YYY20485Y 55,477 71,989 2
YYY20493Y 20,063 30, 303 2
YYY20404Y 51,306 43, 537 2
YYY20507Y 25200 49, 497 2
YYY20516Y 25376 29, 414 2

YYY20520Y 32,005 25 044 2
YYY20521Y 02,325 60, 883 2
YYY20527Y 1,651 50,9027 2
YYY20538Y 52,436 45, 285 2
YYY20557Y 24, 014 106, 372 2
YYY20563Y 30,546 31,603 1
YYY20579Y 70,103 101, 982 2
YYY20582Y 20, 527 28,012 2
YYY20585Y 380,469 95, 547 2
YYY20580Y 46,204 30, 064 2
YYY20600Y 21,782 32 113
YYY20612Y 7,023 42, 312 2
YYY20619Y 5,125 44, 501 2
YYY20641Y 38,004 30,934 2
YYY20644Y 9,413 34, 768 2
YYY20662Y 11,902 82 035 2

2

2

2

2

2

-

-

2

YYY20668Y 20, 631 42, 153
YYY20677Y 015,000 203, 559
YYY20681Y 48,903 104, 283
YYY20682Y 53, 222 54, 155
YYY20680Y 35, 816 68, 643
YYY20780Y 14, 259 26, 937 2
YYY20790Y 44, 522 49,387 2
YYY31936Y 30, 124 34, 779 2
YYY31937Y 16,333 36, 552 g

2

*YYY31950Y 6,319 27,690
YYY319561Y 16,930 30,499

! Excludes those physicians paid $25,000 or moro by medicald who did not also receive medicare payment,
# 1—solo practitioner; 2—group or clinic; 3—hospital-based.
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APPENDIX B.—TOTAL MEDICARE-MEDICAID PAYMENTS
TO PHYSICIANS PAID $25,000 OR MORE UNDER MEDICAID

IN 1968 '—Continued

CALIFORNTA—Continued

Vlentification
number of
practitioner(s)

YYY31957Y
YYY31064Y
YYY31968Y
YYY31980Y
YYY32530Y
YYY32611Y
YYY32714Y
YYY32716Y
YYY32610Y
Y YY33578Y
YYY33800Y
YYY34193Y
YYY34385Y
YYY34512Y
YYY34501Y
YYY35212Y
YYY35534Y
YYY35030Y
YYY36241Y
YYY36628Y
YYY37437Y
YYY37644Y
YYY37681Y
YYY37914Y
YYY38023Y
YYY38117Y
YYY40070Y
YYY41275Y
YYY41344Y
YYY41753Y
YYY41767Y
277P30017
L47P37057,
27.2pP38237
7Z77P38287
22,7.P43017
Z27P57017
777206847
227,20685%
747206887
2427.206907%
2272069017
247207027
227.20705%
227207107
727207237
227207257,
7427207287,
2727207317
2727207337
277207347,
222207367
227207377
227.20738%
222207397
227207427
2727207447

Madicare
payments

$34, 422
16, 531
47, 886

3,218

1, 494

15, 190
2, 631

7, 648

18, 112
24, 398
10, 282
32, 311
0, 637

10, 939
6

5, 528

4,133

8, 479

3, 196

17

38, 082

155, 221

21, 969
6, 562
2, 691
7, 654
2, 198
5 823
3, 514
6, 758
7, 853
3, 158

52, 208
1, 470

33, 995

76

26, 239
95, 215
183, 902
55, 992
19, 105
9, 222
143, 938
21, 256
93, 350
70, 745
6, 895
33, 465
7, 064
7, 605
13, 868
11, 631
10, 541
7, 057
3,913
140, 879
36, 636

Modicaid
payments

$46, 875
80, 188
31, 591
67, 776
44, 004
33, 303
25, 000
40, 401
52, 452
o, 425
42, 562
46, 144
40, 762
01, 396
28, 243
56, 035
31, 425
31, 606
20, 816
42, 559
56, 103
42, 253
60, 862
73, 643
33, 781
20, 046
30, 183
81, 437
26, 828
46, 056
48, 665
36, 594
62, 550
46, 338
75, 019
63, 846
28, 316
147, 519

183, 349
58, 455
96, 925
49, 205
83, 833
28, 204
115, 247
95, 831
39, 514
176, 333
130, 567
26, 051
105, 269
52, 320
31, 142
27, 626

163, 982
27, 536
69, 103

Ty of
practico ?

AR R U3 £ TR L LF 8 84
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1 Excludes those physicians paid $25,000 or more by medicaid who did not also receive medicare payment.
1 1—solo practitioner; 2—group or clinic; 3—-hospital-based.
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APPENDIX B.—TOTAL MEDICARE-MEDICAID PAYMENTS
TO PHYSICIANS PAID $25,000 OR MORE UNDER MEDICAID

IN 1968 '—Continued

1dent ification

sumber of Medicare Modicald Type of
State practitioner(s) payments payments practice ?
CALIFORNIA—Continued ZZ2720745% $41,927  $45, 033 2
2722207517 5,306 425,111 2
ZZ.7207567 52, 116 66, 614 2
2727207632 112, 164 71, 854 2
2722207707 14,921 187,681 2
LuZ207757 16, 101 31, 966 2
227207977 181, 641 04, 787 2
Z2730050Z 1, 536 36, 746 2
ZZ730132Z 41,209 52, 407 2
Z727.30402Z 9, 105 26, 576 2
277305617 37, b4l 79, 429 2
2772306267 5, 390 41, 074 2
Z7.230895Z 2,225 76, 526 2
2272309182 13,215 30, 222 2
2747312647 37,734 120, 026 2
Z4731675% 39, 625 36, 736 2
Z7731863Z 15,156 156, 575 2
221318667 13, 067 46, 317 2
Z27.31867Z 10, 217 47, 857 2
4142318687 14, 352 52,476 2
22231871Z 14, 701 42, 759 2
LL1318777 22, 574 27,789 2
277318847 13, 782 44,728 2
427318947 204, 974 72, 253 2
272318987 4, 855 86, 962 2
272319037 15, 626 31,219 2
227319107 18,796 157,743 2
227319257 152 35, 137 2
2727319407 245 54, 437 3
4272319967 32,959 154, 128 2
277325787 4,734 25, 339 2
277325797 17, 326 56, 830 2
22723206417, 4,550 175,619 2
22.2.32643% 17, 909 58, 359 2
227326947, 8,780 125,912 2
727327287 29, 667 63, 706 2
22743287117 32,049 208, 506 2
277328837 24, 631 36, 169 2
7227328842 30, 293 49, 195 2
7227329267 46, 407 41, 314 2
422336037 1,981 36,820 2
242337107 25, 546 274, 360 2
477338127 6,474 113,710 2
227339167 3, 154 27, 699 2
Z27339177 1, 930 36, 999 2
227339747 488 47, 157 2
Z247234000Z 83, 266 52, 263 2
272340697 91, 975 94, 045 2
24243140827 337,132 124,015 2
2244341782 34, 290 40, 132 2
277342507 16, 396 69, 857 2
22734207 92, 609 67, 556 2
427343337 4, 232 20, 288 2
247343737 11, 630 71, 063 2
427346377 913 83, 831 2
2.27.349027 14, 270 44, 466 2
247349467 7, 379 31, 980 2
U Exeludes those physicians paid $25,000 or more by wedicaid who did not alse receive medicare payment.

21 --solo practitioner, 2 group or clinic, 3—hospital-hased.
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APPENDIX B.—TOTAL MEDICARE-MEDICAID PAYMENTS
TO PHYSICIANS PAID $25,000 OR MORE UNDER MEDICAID

IN 1968 '—Continued

Identification

r.amber of Medicare Medicaid Type ol
Btate practitioner(s) payments payments practice #
CALIFORNIA—Continued 4724350647 $15,768  $42, 357 2
447354037 35, 797 35, 121 2
272358357 1, 341 57, 234 2
427361627 3, 746 60, 470 2
272366427 5 171 60, 932 2
272367287 9, 100 71,208 2
2427368577 6, 229 63, 199 2
277369887 4,931 26, 053 2
217372787 14, 750 73, 967 2
222374397 15, 528 55, 906 2
24723711117, 11, 237 83, 090 2
L2L131755% 13, 222 31, 595 2
LLZ377647 9, 206 30, 722 2
272378187 5, 705 68, 080 2
221379627 17, 417 90, 236 2
4727384617 5, 198 47, 890 2
7247400907 7, 064 196, 068 2
227402307 2, 249 32,013 2
222406402 2, 628 56, 436 2
472406777 2, 007 30, 368 2
227409637 13,714 118,185 2
227410177 2,710 102, 322 2
2727410877 11, 054 27, 0914 2
L27.414087 1,072 40, 228 2
227417837 18, 047 31, 845 2
227419937 36 28, 376 3
00A021920 §, 994 29, 636 1

00A046960 12, 061 57,202
00A047830 62, 385 38, 465
00A052810 12, 199 30, 070
00A053880 48, 897 42, 317
00A054220 11, 595 58, 793
00A056970 10, 221 20,971
00A062180 13, 592 27,945

00A067450 810 25,046
00A068020 804 35,190
00A069740 1, 092 25, 895
00A070570 734 32,178

00A072570 16, 327 60, 995
00A073630 10, 386 54, 849
00A076430 11, 189 32, 441

00A076670 347 38, 699
00A077260 8, 108 25, 617
00A080780 7,374 32, 501
00A081210 28,473 41, 758
00A081320 3,629 29, 420
00A085670 20, 140 30, 744
00A086890 6, 871 25, 994
00A087820 2, 460 41, 675

00A089850 11, 871 33, 510
00A090140 27, 329 47, 694
00A091230 5, 671 26, 766
004092700 24, 246 49, 218
00A093670 46, 901 55, 892

—_—n.—‘—.-.——4‘—-p—.u—n—n‘\—.—"—t.-.—y‘p-—n"'-.—h_;—.-‘—n_g

00A094670 5, 044 33, 368
00A094840 1, 709 29, 188
00A095180 27, 398 25, 759

¥ Excludes those phy sicians paid $25,000 or more by medicaid who did not also receive medicare payment.

2 1—solo practitioner, 2—group or clinie, 3—hospital-based.
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APPENDIX B.—TOTAL MEDICARE-MEDICAID PAYMENTS
TO PHYSICIANS PAID $25,000 OR MORE UNDER MEDICAID

IN 1968 '—Continued

Ideutification

number of Medicare Medlcald Type of
State practitioner(s) payments payments practice
CALIFORNIA—Continued 00A097670 $7, 604 $101, 986 1
00A097990 12, 607 29, 082 1
00A100380 24,230 105, 513 1
00A104210 25, 327 34, 321 1
00A104410 15, 630 38, 794 1
00A106720 11, 196 26, 311 1
00A107050 23, 258 29, 347 1
00A108980 5, 860 25, 542 1
00A109070 117, 223 28, 485 1
00A109400 3, 933 31, 571 1
00A109430 7,070 28, 155 1
00A109910 31, 329 30, 787 1
00A111760 22, 343 27, 923 1
00A112460 44, 693 35, 265 1
00A114620 5, 891 34, 814 1
00A114630 19, 031 32, 686 1
00A116120 7,415 29, 951 1
00A 118560 9, 844 28, 071 1
00A120020 3, 083 37,073 1
00A120330 29, 662 38, 405 1
00A121220 3, 097 27, 560 1
00A121310 28, 005 60, 201 1
00A122260 3, 571 44, 034 1
00A122490 12, 924 26, 648 1
00A126230 6, 819 25, 254 |
00A128940 25, 884 41, 218 1
00A130270 7,706 28, 386 1
00A132250 14, 220 35, 030 1
00A134340 18, 662 34, 667 1
00A136800 9, 549 28, 813 1
00A1137160 7, 274 34, 237 1
00A138010 3, 861 25, 151 1
00A140260 4, 126 28, 048 1
00A141620 6, 250 37, 277 1
00A142100 1, $C6 51, 585 1
00A142250 13, 013 30,731 1
00A142680 6, 458 43, 737 1
00A144220 24, 840 26, 870 1
00A144740 4, 529 49, 193 1
00A145420 3, 657 28, 148 1
00A146850 2, 982 34, 639 1
00A146890 1, 404 30, 189 1
00A150860 3, 099 39, 433 1
00A152270 1, 833 31, 159 1
00A153430 1, 683 27, 704 1
00A154200 4, 033 37, 991 |
00A155520 4, 692 47, 418 1
00A156290 1, 038 36, 447 1
00A157190 4, 236 31, 333 1
QO0AIMTSES80 6, 043 28, 221 1
00A157960 2, 296 33, 528 1
00A 158200 2, 838 36, 571 |
00A158270 1, 590 30, 260 1
00A158570 14, 975 25, 446 1
00A159450 7, 157 30, 545 1
00A161320 4, 389 28, 214 1
00A162110 955 25, 309 1

¢ Excludes those physicians paid $25,000 or more by medicaid who did not also receive medicare payment.

*1—solo practitioner, 2- group or clinic, 3—hospitul-based.

35-710 0—70—-12
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APPENDIX B.—TOTAL MEDICARE-MEDICAID PAYMENTS
TO PHYSICIANS PAID $25,000 OR MORE UNDER MEDICAID

IN 1968 '—Continued

Tdentification
num.ber of Medicare Medicaid Typo of
State practitioner(s) payments payments practice 1
CALIFORNIA—Continued QO0A162780 $4,333 $31,471 1
00A162050 41,125 132,975 1
00A164240 14, 804 61, 187 1
00A164340 5, 104 28, 306 1
00A164990 8, 839 25, 966 1
00A165470 1,344 30, 526 1
00A1660600 991 08, 569 1
00A166670 7, 170 72, 101 1
00A167140 3,014 29, 850 1
00A167380 3,937 30, 914 1
00A167800 16, 253 33, 353 1
00A169170 1, 169 26, 176 1
00A1069420 4,475 74,712 1
00A169500 8, 205 63, 149 1
00A170340 1, 998 37, 225 1
00A170390 7, 350 49, 859 1
00A171740 3, 808 20, 374 1
00A172850 H, 802 H4, 884 1
00A173020 36, 020 33, 888 1
00A173370 6, 816 53, 572 1
00A 173620 6, 125 31, 481 1
00A173970 6,491 34, 470 1
00A174370 8,434 29, 673 1
00A175190 12, 541 25, oM 1
00A175490 28, 167 71, 580 1
00A175560 6, 595 42, 705 1
00A1770€0 4, 573 34, 516 1
00A177290 19, 274 33, 557 1
00A177540 2, 205 31, 706 1
00A178170 1, 288 25, 509 1
00A179440 10, 455 39, 452 1
00A179950 108 42, 656 1
00A180270 11, 259 20, 364 1
00A181140 1, 158 35,787 1
00A182960 9, 182 38, 651 1
00A183060 2, 567 38, 598 1
00A183720 13, 543 49, 117 1
00A183930 2,971 38, 208 1
00A183940 18, 190 31, 067 1
00A184180 4,213 40, 404 1
00A185900 14, 065 31, 802 1
0Q0A186610 0, 455 20, 799 1
00A187300 12, 607 37, 433 1
00A 187460 9,419 30, 938 1
00A 187550 24, 917 29, 261 1
00A188120 18, 587 31, 146 1
00A188420 6, 534 25, 233 1
00A 188490 10, 453 33, 040 1
00A 189050 4,419 31, 589 1
00A 189790 205 25, 181 1
00A189880 3, 327 37, 108 1
0O0A190000 <2, 372 33, 280 1
0O0A190540 13, 765 . 66, 259 1
00A190900 5, 167 41, 126 1
00A191150 9, 048 40, 563 1
00A191330 2, 474 48, 012 1
00A191790 7,174 34, 345 1

! Excludes those physicians paid x25,000 or nore by medicand who did not also receive medieare payment.
2 1—solo practitioner, 2—group or clinic, 3—hospital-based.
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APPENDIX B.—TOTAL MEDICARE-MEDICAID PAYMENTS
TO PHYSICIANS PAID $25,000 OR MORE UNDER MEDICAID

IN 1968 '—Continued

Stato

Ideatification
number of
practitioner(s)

CALTFORNIA—-Continued  00A192220

00A 192340
00A192420
0O0A192800
O0A193770
O0AI94870
00A 195020
00A 195340
00A195900
0Q0OA196140
00A196410
00A196480
00A198000
00A 198060
00A198240
00A199090
00A199530
YYY205%0Y

YYVY35948Y

YYY38030Y
7472342457,
L7734T537
00A071970
00A112540
000643020
004201040
00A201080
004201920
00A202010
00A206400
00 A208620
00A209350
00A209360
00A210640
00A212380
00A213470
00A213950
00A214040
00A214200
00A215070
00A215550
00A216180
(YOA 216980
00A218150
00A218700
00A219720
00A219820
00A220120
00A220440
00A221590
00A222070
00A223010
00A223910
00A224810
00A224960
00C102580

Medicare
payments

86, 780
15, 107
37, 269
2, 504
15, 311
h, 218
10, 725
28, 299
6, 144
49, 634
329
13,419
4, 741
9, 611
157

15, 626
1, 110
154, 295
H84

4, 451
3, 028
18, 377
1, 184
7, 980
29, 183
14, 016
17, 150
3, 993
631
350

2, 603
21

6, 233
H, 409
6, 764
3, 969
191

3, 758
5, 182
7, 431
5, 200
8, 497
3, 738
7, 130
4, 072
2, 04
1, 816
11, 841
3, 067
4, 679
11, i3
1, 583
§, 708
4,713
2, 477
8, 137

Medicatd Typo of
payments practice ?

$33, 045 1
37, 074 I
20, 452 1
25, 663 1
42, 171 1
26, 790 1
29, 652 1
71, 666 1
16, 753 I
27, 838 1
32, 328 1
20, 823 1
28, 252 1
35, 192 1
36, 543 1
25, 132 1
32, 338 1
28, 662 2
56, 728 2
44, 897

201, 143

155, 488
63, 206 1
34, 791 !
28, 772 1
34, 813 1
26, 344 1
80, 900 1
50, 136 1
47, 241 1
34, 020 1
39, 255 1
30, 335 i
63, 079 1
32, 830 1
27, 115 1
38, 446 1
42, 106 1
84, 811 1

35, 206 I

1
I
1
1
1
1
1
1
1
1
1
1
1
1
1
1

-

2
2
2

34, 589
27,129
34, 227
78, 627
28,477
46, 967
38, 004
32, 558
37, 420
41, 137
30, 933
20, 755
46, 007
71, 398
30, 504
47, 892

1 Excludes those physiclans pald $25,000 or more by medicaid who did ot also recelve medicare payment
1 1—solo practitioner, 2—group or clinic; 3—hospital-hased.
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APPENDIX B.—TOTAL MEDICARE-MEDICAID PAYMENTS
TO PHYSICIANS PAID $25,000 OR MORE UNDER MEDICAID

IN 1968 '—Continued

Identification
nurmiser of Medicare Medicaid Type of
State practitioner(s) payments payments practice ?
CALIFORNIA—Continued 00C104470 $3,430 $39, 293 1
00C110780 5, 34, 202 1
00C111130 10, 948 42,079 1
00C111360 2,012 43, 634 1
00C113220 38, 652 45, 076 1
00C114770 8, 288 92, 968 1
00C114970 16, 153 48, 488 1
00C115390 8, 520 44, 960 1
00C117340 4,171 25, 475 1
00120650 3, 806 38, 038 1
00C125420 2, 683 27, 277 1
00C125860 8, 123 43, 767 1
00C126090 2, 819 30, 469 1
00C126530 1,572 29, 966 1
00C127110 3,779 25, 934 i
00C129050 3,127 27, 233 1
00C 130820 4,221 35, 403 1
00C131600 65, 446 26, 754 1
00C134150 4,729 29, 448 1
00C135080 9, 490 29, 259 1
00C138210 3, 675 35, 600 1
00C139560 6, 327 59, 143 1
00C141050 3, 430 43, 792 1
00C141840 4, 160 60, 926 1
00C140740 10, 156 43, 043 1
00C148280 14, 878 38, 135 1
00C149280 1, 207 40, 485 1
00C152170 1, 351 44, 679 1
00C154490 400 40, 481 1
00C158140 3,394 30, 925 1
00C163450 21, 566 27, 868 1
00C166660 17, 670 31, 159 1
COC167090 5, 849 27,713 1
00C168680 8, 789 30, 729 1
00C172800 1, 800 60, 541 1
00C173660 4,270 36, 746 1
00C173700 676 42,132 1
00C175010 11, 318 49, 347 1
00C175550 5, 679 38, 489 1
00C176830 16, 846 51, 617 1
00C177160 52 56, 608 1
00C178020 100, 375 33, 079 1
00C178240 3,219 45, 967 1
00C178200 4, 899 50, 937 1
00C178690 402 31, 684 1
00C180170 13, 645 32, 568 1
00C180510 8, 944 30, 944 1
00C180730 29, 942 57, 446 1
00C181340 64 30, 577 1
00C181790 17, 715 79, 610 1
00C182220 80, 202 29, 347 1
00C182260 2, 620 55, 637 1
00C183940 24, 359 27, 083 1
00CI184770 24, 705 28, 234 1
00C186030 90, 736 29, 632 1
00C186280 1, 725 32, 434 1
00C188310 15, 755 42, 939 1

; Excludes those physicians paid $25,000 or more by medicaid who did not also receive medicare payment.
1—solo practitioner; 2—group or cilnic, 3—hospital-based.
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APPENDIX B.—-TOTAL MEDICARE-MEDICAID PAYMENTS
TO PHYSICIANS PAID $25,000 OR MORE UNDER MEDICAID

IN 1968 '—Continued

State

CALIFORNIA—Continued

1ientificution

number of Modicaro Medicald Typoof
practitioner(s) payents paytients practicn 2
00C189130 $1,070  $45,0672 1
00C191760 Hh 47, 069 1
00C192550 09390 40, 386 1
00193200 6, 425 30, 373 1
00193430 1,973 62, 537 1
00C193540 15, 986 28, 633 1
00194330 1, 200 27,795 1
00C195160 H, 806 40, 118 1
000196020 855 31, 634 1
00C196120 12, 955 36, 933 1
O0C196680 6, 754 25, 429 1
00C197030 981 306, Hl1 1
00C199580 2, 167 30, 915 1
00C200430 22, 820 42, 451 1
00C200640 642 38,708 1
00C202470 6, 847 38, 429 1
00C203520 13, 527 H4, 974 1
00C203900 4, 326 25, 883 1
000205730 782 53, 051 1
00C206420 2,320 37, 323 1
00C207260 3, 556 25, 7188 1
00C207450 4, 833 46, 307 1
00C207750 15, 229 37, 275 1
00208360 Hds 70, 163 1
00C208570 4,752 31, 354 |
00C208950 6, 681 30, 649 1
00C209010 2, 700 37, 036 1
00C209050 646 42,403 1
00209230 214 32,698 1
00C209250 6, 462 25, 575 1
00C209860 1,702 33, 450 1
00C209890 7, 741 26, 763 1
00C210410 784 33, 850 1
00C210670 12, 415 34, 459 1
00C210830 11, 673 41, 558 1
00C211530 14,727 42, 010 1
00C213110 211 94, 565 |
00C213690 2, 744 39, 257 1
00C213730 5, 025 29, 675 |
00C213870 2, 162 34, 915 1
00C214960 6, 233 35, 999 1
00C215370 522 44,776 1
00C215980 3,059 38,590 1
00C216280 12, 054 73,214 1
00C216890 7,407 39, 785 1
00C217400 600 38, 090 1
00C218970 737 55, 599 1
00C219640 22 30, 603 1
00C220610 1, 390 35, 646 1
00C220760 7, %68 39, 662 1
00C221000 13, 857 37, 008 1
00C222270 17, 187 34, 915 1
00C222500 8, 564 28, 668 1
00C224660 16, 341 34, 144 1
00C225120 10, 133 29, 724 1
00C225290 356 7,730 ]
00C225470 8, 915 45, 610 1

' Eactudos those physicians paid £25,000 or more by medicard who did not also recetve nedicare payment .,
#1=solo practitioner, 2—group or chaic, 3— hospital-hased.
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APPENDIX B.—TOTAL MEDICARE-MEDICAID PAYMENTS
TO PHYSICIANS PAID $25,000 OR MORE UNDER MEDICAID

IN 1968 '—Continued

State

CALIFORNIA - Continued

Ideatification
number of
practitioner(s)

00C225540
00C229020
00C232000
00C232500
00C234180
00C234100
00C2343060
00 C234860
00C235240
00C237050
00 C238890
00C239330
00243300
00C243620
00C244720
000244920
00C246070
00C246720
00C247820
00C248600
00C249560
000252450
000252820
00C257080
00C257590
0O0C258100
00C259180
00C262690
00C262990
00C269390
00C270440
00C271780
00C271870
00273030
00C273210
00C274310
00C279200
00C279310
00C279,560
00C279680
00C282640
00283650
0O0OC287520
00C295520
00G100160
00101070
006103730
00G107130
000084300
000CKT460
O0GLIOTTH0
00G115030
006123380
00126110
00134610
000CH0660
000C56050

Medicare
payments

K282
4, 654
3, 030
6, 523
G, 763
14, 103
5, 335
11, 147
6,710

JIS
249
108

1, 492
378
10, 528
7, 806
3, 158
5, 235
10, 642
6, 047
896
39, 650
110
120

4, 337
11, 939
3, 097
3, 604
1, 136
144

12, 708
141

1, 042
3, 651
1, 937
10, 580

62
N, 830
M
3023

6, K87

1, 279
310
054

22
20), 827
15, 302

06

25, 830

Modicaid
payments

$093, 238
26, 553
28, 814
20, 842
40, 631
33, 183
35, 994
46, 198
65, 985
44, 690
47, 430
40, 527
28, 020
49, 813
33, 731
42, 952
62, 227
28, H3H
38, 027
25, 760
34, 581
30, 203
36, 196
a7, 272
25, 13D
31, 203
152, 458
52, 881
30, 369
206, 270
a7, 160
31, 122
35, B2
61, H04
32, 200
31, 020
39, 920
26, 074
32, 790
29, 338
47, 278
20, 154
27, 001
30, 317
41, 018
46, 467
25, 124
a0, V77
20, 644
27, 235
S, 285
al, 171
36, 051
25, 747
M, R4S
40, 60>
31, 740

Typo of
practice

I
!
|
1
i
1
|
|
1
|
1
1
|
|
1
1
I
1
1
1
|
|
1
1
1
1
1
1
1
1
1
1
1
I
1
1
1
1
]
!
|
]
1
1
1
1
1
1
1
|
|
|
1
1
|
1
|

! Excludes those ps stetans paid ~25,000 00 niore by medieaith who did ot also reeeive medicae pavment,
S1 solo practitioner, 2 group o1 elinie; 3- hospatal-hased,
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APPENDIX B.--TOTAL MEDICARE-MEDICAID PAYMENTS
" TO PHYSICIANS PAID $25,000 OR MORE UNDER MEDICAID

IN 1968 '-- Continued

Stute

CALIFORNIA —Continued

tdentitication
number of
practitioners)

000CHE410
000C67180
000C68650
000C70490
000C73390
O00CTE7H0
00077380
O00OCSSHT0
0000660
000CH1 640
000Ca2500
000092760
000 CI4840
000CI8010
000CIN270
000G11340
000316590
00018390
00019090
000GI9190
000G19220
000 G20400
000620070
000 G22590
000G23180
000G23630
000624770
000624970
00029810
000G29920
000G33680
00033990
O00G34300
000G34660
000G8H1H0
000G34920
000G35170
000 G37100
000G37110
000640290
000G40780
000 G44800
000 G45700
000 (46300
00048430
00048920
000 G370
000 GH6410
000 GH6930
000 G621X0
000 GG2480
000662700
000 GH7780
000 GT1590
000 G72400
000 G74180
000G75470

Medicme
paymients

$34, 213
4, 842
4, 302
7 604

16, 700
a70

8, 363
5 208
14, 366
30, 819
15, 278
12, 238
2, K839
S, 014
1, 492
2, (M8
0, 192
1, 037
5, 648
18, 468
14, 265
I, 119
1372
63, 920
7, IN8
6, 206
5, 3943
9, 956
11, 468
2125
727
377

15, 483
679

12, 584
I, 468
3, 206
1,110
077

5, 754
16, 336
16, 968
2, 499
14, 013
11, 365
l")’ 49‘1
3, 838
5, 825
3312
2

21, 020
1, 726
20, 357
17, 066
132

12, 723

4, 233

Medicaid
payments

$28, H22
79, 408
31, 665
28 503
64, 152
27, 204
27, 467
42, 096
38, 720
34, 339
28, 733
32, 786
40, 775
32, 518
46, 679
20, [28
47, 126
30, 388
46, 583
38, 866
16, 353
16, 335
10, 007
32, 788
34, 262
25, 124
12, 411
64, 360
16, 885
16, 056
23, 708
35, 008
34, 030
38, 284
27, 228
37, 330
69, 572
32, 648
26, 384
a1, 143
63, 052
26, 980
39, 881
26, 562
27, 245
29, 431
37, 365
31, 783
27, 381
29, 509
10, 480
27. 180
29, 082
101, 061
30, 321
34, 667
36, 685

Typo of
practice ?

1
|
1
|
1
|
|
|
|
1
|
l
|
|
1
|
|
|
]
1
|
I
!
|
l
1
|
l
|
|
|
1
|
1
|
!
]
|
1
I
|
1
1
1
!
!
|
1
|
|
|
}
|
1
I
|
1

T Excludes those plivsicrans patd 225,00 00 mote by medicard w bo did not also reeenve snedieare pay ment
“1osolo practitioner 2 @onp ot elinie. 3 hospatal-hased
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APPENDIX B.- TOTAL MEDICARE-MEDICAID PAYMENTS
TO PHYSICIANS PAID $25,000 OR MORE UNDER MEDICAID

IN 1968 ! Continued

State

CALIFORNIA

Continned

Identification
number of
practitione (v,

000G 75600
OO0 GTTHN0
000 G78200
000GS2140
000 G83890
QOO0 GRG6TO
000 GR6710
OO0 G87070
000689810
OO0 GH3000
000 GI6L 10
Q0002850
00003350
O000 G700
OO00 GHI60
00007960
0000 G810
00009780
000200270
00020C410
O020A3150
002044890
002046540
0020A7670
002048440
002048520
OO020A8750
0020A8960
0020A9190
002049990
002001090
092001240
002001250
00201280
002001290
002001310
00201570
020A10340
O20A 10850
020A11060
020A12090
020412260
O20A12500
020412930
O20A13110
O20A13130
O20A 13670
O20A 13990
0O20A 14000
020A 14010
020414020
02014620
020414810
O20A 14860
V20 14900
020415010
0O20A15010

Medicate
payuments

87, 346
7,200
1, 863
8, 905

12, 925
1, 508

11, 050

I8, 449
3, 129
1, 024
7,750
3,913

43, 07

20, 3449

23, 811

10, 994

10, 853
4,475
2,920
3, 846
7801

366
2,771
6, 60

I8, 263
1047

16, ()22
1, 004
5, K02
G, 229

15, 015

30,712

17, 014

20, 710
2652

I8, 068

12, 347
o
N, 04D

10, 408
S 318

401
1, 2067
G, 415
4, 305

38, 068
G111
2,839
3, 030
6. 904
30188

19, 623

15, 085

17. 378

H178
4, 008

13, 956

Medwand
payinents

K73, 414
36, K03
A4, 117
39, 010
40, 772
42, 218
46, 015
20, 204

121, 188
40, 984
20, 890
a0, 479
78, 900
43, ot
29, 837
28, 062
25,712
31, 288
26, 044
40 025
39, 912
32, 265
28, TSRS
27,439
6, 456
38, 042
27, 676
14, 233
49, 061
N2, 67
46, 525
39, 676
45, 028
136, 847
16, 615
206, 181
23, 019
01, 552
NS, 828
27, 806
G4, 439
30, 928
31,116
43,990
16, 079
30,211
42, SN
42, 084
36, 300
20, 875
26, 096
38, 681
37, 944
00, 868
20, 171
27, 161
38, 847

Ty
practice

n{

l
1
|
1
!
|
|
1
1
!
|
1
]
!
1
1
1
1
|
|
|
|
1
1
|
|
1
|
|
1
|
|
|
1
]
|
1
|
|
|
|
l
1
1
l
1
I
!
1
|
1
|
|
I
|
|
1

‘, Favettdes thoswe phiv sicans paie <28 000 00 mote by medicand who dd not also reesiy e niedicie v ment
1 osolo prachitioner, 2 group ceelmie, 3 hospatal hased
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APPENDIX B.—TOTAL MEDICARE-MEDICAID PAYMENTS
TO PHYSICIANS PAID $25,000 OR MORE UNDER MEDICAID
IN 1968 '—Continued

Identification

number of Modicate Medicaid Type of
State practitiones (s) payments payments practice 2
CALIFORNIA --Continued  020A15680 $53, 591 820, 354 1
020A15760 10, 006 306, 422 i
020A15790 17, 565 62, 144 |
020A15980 3, 746 65, 103 |
020A16390 9, 875 30, 482 1
020A16430 9, 346 a4, 632 1
020A16770 6, 060 79, 126 1
020416820 18, 305 36, 095 1
020A17260 9, 022 82, 333 |
020A17420 5, 804 42, 369 ]
020A17450 10, 791 22, 880 |
020A17700 1, 674 30, 735 1
)20A17880 8, 400 41, 275 1
020A18690 4, 583 62, 197 1
020418830 8, 474 35, 821 |
020A18930 M, 437 72, 085 1
020A19710 4, 911 395, 169 1
020A19900 15, 158 84, 066 1
020A19990 1, 477 27, 258 1
020420220 13, 190 25, 444 1
020A20460 3,073 47, 358 |
020420480 19, 272 28, 990 |
0)20A20530 7, 42 26, 033 |
020420570 1, 790 28, 379 I
020A20790 2,033 28, 130 1
02020880 10, 688 49, 456 .I
0)20A20930 10, 975 29, 866 1
020A21130 1, 500 20, 822 ]
020A21340 27, 240 40, 044 1
0O20A21360 3, 099 91, 553 |
020721470 26, 774 39, 191 |
020A21750 7, 063 a7, 602 1
020A21810 1, 317 48, 200 |
020A22010 6, 908 20, H44 1
020422070 1, 068 27, 407 ]
020422330 3, 152 20, 168 |
02022500 19, H41 27, 897 |
020A22960 3, 038 60, 256 |
- 020A23380 4, 427 31, 320 |
020A23400 0, 870 23, 761 1
020A230610 2, 682 36, 132 ]
20423690 10, 284 42,019 1
020423740 7.537 25, 129 1
020A23770 442 49, 318 !
020424000 1,014 27, 769 1
020A24080 2, 207 06, 237 1
020424090 14, 068 39, 134 1
020A24190 2, 843 38, 797 |
20424200 2,253 48, 308 |
(Y20A 24500 0, 480 27, 502 1
O20A24710 4, 596 a8, 039 1
O20A24790 12,072 27, 476 1
O20A24070 2,427 KL RERE! 1
O20A25230 4, 126 249, 801 1
1, 197 36, 736 1

B, 324 S, 254 |

020A25950 14, 092 50, 248 ]

VExehudes those phivaserions poad S20,000 00 more by medieaid w bo did ot also reeerve medieae pas nient
"1 solo practitioner, 2 group ol cinne, 3 hospital-bhased
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APPENDIX B.—TOTAL MEDICARE-MEDICAID PAYMENTS
TO PHYSICIANS PAID $25,000 OR MORE UNDER MEDICAID

IN 1968 '—Continued

State

CALIFORNIA—Continued

COLORADO

CONNECTICUT

DELAWARE
FLORIDA
GRORGIA

ILLINOIS

Idontification

number of Medlcare
practitioner(s) payments
020A26200 $17, 364
020A26370 3, 048
020A26400 1, 327
020A26650 10, 344
020A26730 1, 668
020A26970 4, 507
020A27740 3, 064
020A29260 3, 420
020A29340 2, 603
020429750 3,771
020A30430 H, 320
020A30440 3, 800
22720696Z 8, 406
411371277 8, 889
Z2737063%Z 6, 952
427207762 38, 957
227318737 1, 904
277327052 7, 958
Z12356757 20, 334
227413867 8, 238
YYY319365 30, 124
227336127 14, 863
427390462 22, 970
YYY20619Y 3 125
277310157 14, 757
000060042 426, 262
0000680011 144, 195
A001462 847
A003521 1, 6RO
A004085 15, 489
AO04685 10, 842
A007354 277
A008510 6, 345
A008794 4, 277
A010891 123
000000782 A0, 03
000006521 1, 441
111561 P 1, 273
1051048 20, 410
1055651) 36, 444
106389C 31, 570
1070828 45, 069
1074061 29, 234
1105460 27, 962
104924 W 26, H04
001607080 610
003622192 307
001600087 804
001600157 26, 044
001601878 14, 748
001601960 800
001601962 667
001602095 1,702
001602932 1, 430

Modicald
payments

$40, 046
41, 118
29, 637
31, 213
57, 996
49, 380
61, 724
96, 007
38, 955
25, 895
09, 857
41, 553
31, H40
32, 192
32, 375
32, 639
33, 645
33, 770
33, 804
34, 106
34, 779
132, 921
33, 300
44, 501
33, H86
39, H206
39, 740
40, 892
28, 109
26, 108
32, 352
27, 043
29, 689
27, K77
30, 496
31, 115
31, 593
36, 700
30, 404
29, 360
32, 237
31, 342
37, 114
45, 354
32, 262
20, 797
08, 614
43, 254
27, 149
Ay, 071
23, 015
33, H95
78, 420
30, 357
36, 827

Typo of
practice ?

— i i bt > o it ot o — o Yot Sy

-

- t.

Lol £ PR X

! Excludes those phy slefans paid s25,000 or mowe hy medicatd w ho did not also veeeive medicare pay ment.
21 solo practitioner; 2- gronp or clinte; 3 hospital-based
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APPENDIX B.- -TOTAL MEDICARE-MEDICAID PAYMENTS
TO PHYSICIANS PAID $25,000 OR MORE UNDER MEDICAID

IN 1968 '—Continued

[dentification

number of Modicare Medicaid I'ypo of
State practitioner(s) payments payments practice @
ILLINOIS— Continued 001603063 $1, 305 %36, H00 1
001603635 644 25, 496 1
001603648 457 2, 672 |
001603900 1, 065 37, 080 |
001603975 1, 080 47, 308 |
001603955 500 33, 238 1
001604106 6, 676 08, 371 I
001604107 b1 43, 684 1
001604177 32, 206 27, 200 )
001604230 I, 813 R7, 643 ]
0010604331 221 o, 446 1
001604499 234 32, 220 |
001604589 9, 02 66, 227 |
001604646 3, 727 92, 830 1
001604732 3,405 64, 404 1
001604737 4, 148 83, 800 ]
001604785 126 35, 600 i
001604796 8 51, 847 1
001604910 N2 72, H74 1
001604947 By 33, 327 t
001004962 4, 306 56, 098 i
001604991 428 05, 720 i
001605948 09 25, 047 |
0016006038 4, 159 35, 700 1
001606328 1, 956 28, R60 |
001600548 1, 059 25, 688 |
001606827 10, 517 31, 404 |
001600861 3, 427 62, 420 1
001606954 1, 968 30, 467 |
001607468 1, 780 65, 82H |
001608910 8, 698 73, 840 1
001609173 4, 376 39, 481 1
001609650 12, 959 60, 534 {
001609686 20, 471 78, 111 1
001609796 518 46, 300 |
001609798 1, 702 41, 092 1
001609945 648 h8, 081 1
001620047 122 H, 700 1
01623483 037 41, 313 |
001623750 3, 084 73, 760 I
001624125 44 47, 811 1
001624329 1, 663 33, 600 |
001625015 1, 076 40, 341 1
001628071 6, 200 41, 036 1
001629998 219 30, 784 1
021600002 9,245 4, 385 1
021600142 10, 972 79, 593 i
021600197 250 103, 698 1
021600310 1, 263 5, 311 f
021600311 264 39, 170 1
021600355 800 42, 2066 |
021600402 1, 330 35, 400 1
021600470 620 36, 120 1
021600521 1, 268 32, 332 1
021600605 3, 126 104, 872 1
021600682 2,644 102, 357 1
021620201 4 47, 551 1

! Excludes those physictans paid $25,000 or moie by medicaid who did not also 1eceive medicare payment.
* 1—solo practitioner; 2—group or clinic; 3~—hospit§l-bnsed. payie
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APPENDIX B.—TOTAL MEDICARE-MEDICAID PAYMENTS
TO PHYSICIANS PAID ¢25,000 OR MORE UNDER MEDICAID

IN 1968 '--Continued

Stato

ILLINOIS—Continued

INDIANA

IOWA

KANSAN

KENTUCKY

Idontification
number of
practitioner(s)

216000152
3622201
4622621
1624975
3625841
3628581
3629036
3629067
3629959
3634169
3636510
3636553
3636793
3638162
3638503
000047171
000047539
000004385
(00083141
000047434
037077849
020177333
050277077
000002041
000003703
000003842
000002419
000002791
000003863
000003707
000003858
000001896
000001726
000003702
000003719
4374642TD
7383365 BA
2083494 F
208340411 W
33723058 M
3372502A8
337251218
3373249R I
3412009R A
3482206M R
3483381 GS
348396611
3485171CM
3656753018
3762221 MW
3765363HP
3782131DM
4276701 DS
4323461L1
4362441LW
4363532CS
4376701WC

Modicaid
payments

Medicare
payments

$30  $44, 781

6, 454 62, 677

28, 549 30, 404
222 27, 533

2, 804 20, 118

9, 024 33, 800

1, 737 39, 086

2, 377 25, 230

1,195 25, H6H
1,983 01, 340
12, 788 46, 156
25 110, 806

J, 873 44, 443
3, 261 62, 207
659 32, 238
26, 216 36, 815
22, 288 32, 850
11, 796 432, 865

30,719 25, 859

1, 843 33, 576
00, 266 72, 594
18, 300 30, 536
6, 844 33, 200

3, 965 40, 289

a7, 105 27,917
179, 291 42, 683
1, 191 25, 2156
9, 059 27, 401
47, 412 29, 700
22, 861 29, 454
208, 852 27, 033
7, 801 37, 679
17, 839 31, 822
120, 068 29,912
364, 632 04, 256
44, 053 41, 620
5,468 119, 768
8, 764 74, 973
571 73, 374

13, 031 28, 777
27,504 103, 255
9, 043 26, 015

1, 691 84, 979
4,624 108, 490
13, 959 32, 521
999 28, 084

1, 680 32, 821
1, 052 39, 217
29,518 31, 533
7, 888 41, 87H
0, 275 33, 680
1,714 29, 967
12, 731 42, 030
44, 011 28, 391
3, 048 29, 970
3, 324 38,426
o4, 732 31, 646

Typo of
practice ¢

"[v-—_.v_,_.,._—,___ - oot et mem amea g » o » .

——-_———-—.—-—-—-—-—-—.—-—-———-—-———Nt;—-!;l\;l‘\;'—‘—b;t

! Excludes those physiciuns paid 325,000 ot mere by medicaid who did not also seceive medicate paytent.

* 1--solo practitioner; 2—group ot elinic; 3—hospital-hased.
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APPENDIX B.—TOTAL MEDICARE-MEDICAID PAYMENTS
TO PHYSICIANS PAID $25,000 OR MORE UNDER MEDICAID

IN 1968 '-—Continued

State

KENTUCKY - Continued

LOUISIANA

{dentification

number of
practitioner(s)

4567758C1HB

4642041CN
1732646 TC
4762520A P
1263346 M
5263636 1R W
H2845645PB
2463113WC
14640354 (!
3464506R
5731800PB
5732640HB
57329601113
5734520WS
1822344AR
1846567210
2035023 RN
19821168
2982116 WD
6337685LA
6665103RC
66653,4P8
6683200PM
6722313GB
6722314MW
7234444CT
7267664C1
7434124GB
7493456 L11
7856811 GW
7803611FB
7803511 GP
7893511JT
7804804 P
7805351A(
8322171AN
8322171P0
83221711M
8472121IW
8643371J8
8644444CW
8645361 RC
8855394JF
8954705 DH
9272061 FL
2482801FW
2484862R IR
2743543158
28532211 M
2018070R 1.
016000000
028540000
016630000
017060000
024610000
016030000
075600000

Modicare

payments

Medicaid

$10, 514  $26, 229

1, 617
2, 245
2, 575
22, 010
15, 045
7, 768
4, 600
2, 824
10, 354
3, 584
R, 551
368
654

20, 074
9, 015
10, 372
7, 705
14, 116
5, 080
1.3, 161
7, 670
3, 817
1, 156
3, Y48
1, 704
J1, 051
3,775
0652

1, 766
19, 527
20, 427
0, 825
13, 994
8, 763
7, 753
8, 002
26, 999
13, 122
406, 569
6, 338
18, 474
2, 852
307
446

14

A1, 137
376

1, 275
10), 888
15, 756
23, K30
38, 744
20, 773
12, 300
9, 048
19, 654

20, 382
al, 647
139, 816
44, 555
38, 274
28, 640
28, 180
00, 345
a9, 818
29, 780
35, 403
39, 731
26, 007
40, 302
39, 753
31, 498
27, 977
38, 167
30, 675
57, 649
58, 755
80, 840
28, 750
27, 055
40, 527
28, 705
30, 476
35, 71hH
37,705
37, 837
a3 878
32, 026
27, 235
32, 192
69, 448
48, 420
43, 626
42, 996
G0, 202
28, 115
42, 468
206, 495
40, 015
49, 365
29, 642
27, 605
29, 770
46, 021
29, 042
34, 850
33, 500
40, 437
a4, H60
29, 528
20, 287
28, 492

payments

Typo of
practice *

|
1
L
|
1
1
1
I
1
1
1
l
|
1
1
1
1
1
1
1
1
l
1
1
1
1
1
1
1
1
1
1
1
1
1
1
|
l
1
1
1
!
l
1
1
1
1
i
\
1
1
1
1
1
1
1
1

U Exeludes those phy sicians paiid 25,000 or more hy medicaid who did not also receive medicare payment.

21- solo prac titfoner; 2- group or clinie; 3--hospital-based.



APPENDIX B.—TOTAL

IN 1968 '—Continued

182

MEDICARE-MEDICAID PAYMENTS
TO PHYSICIANS PAID $25,000 OR MORE UNDER MEDICAID

Identification
number of Modicaro Medicaid
State practitioner(s} paynients paymonts
LOUISIANA- -Continued 016740000 $12, 679  $46, 094
065510000 19, 193 20, 822
010010000 20, 453 29, 938
MARYLAND 000007642 8, 057 49, 610
000004314 30 46, 781
000004688 217 45, 345
000006554 781 44, 450
000005338 2 715 37, 855
000006920 677 37, 285
000006281 15, 823 37, 003
000001804 825 36, 819
000006350 2, 062 35, 923
000003124 4, 069 34, 704
000006917 24 33, 132
000006060 1, 896 31, 822
000008433 1, 507 31,750
000004436 2, 923 29, 955
000002017 7,179 20, 658
100001609 351 28, 451
0000068172 408 26, 616
000005104 860 25, 634
000002000 445 25, 386
000007550 9, 568 23, 339
MASSACHUSETTS MO02620R U 14, 695 43, 402
N51016LI 19, 513 43, 402
N51270K0 1, 556 39, 026
N51274SK 276 39, 451
B26012LJ a1, 007 29, 574
M10290L1, 9, 909 29, 574
MO021048ST 4, 166 30, 901
MO03781WI 19, 049 33, 350
X01809KA 256 25, 081
B26111CO 13,775 25, 210
X02571MC 228 26, 139
MICHIGAN 000126000 103, 062 a0, 388
000B46000 186, 040 a0, 689
001820441 5, 000 25, 091
000826534 24, 279 27, 765
000C76000 A9, 470 45, 092
000824393 25, 371 39, 630
005820345 2, 301 32, 801
000820830 3, 866 52, 846
002250305 3,113 34, 601
000828036 823 27, 089
001825195 0, 745 26, 122
000112018 7,419 32, 164
000820330 14, 517 20, 178
002820947 2,703 100, 508
000250683 6, 396 27, 997
000825208 749 44, 318
000745374 16, 358 33, 510
000826289 2,006 107, 758
000825118 27, 554 37, 259
000823910 067 47, 245

Typoof
practico ¥

1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
|
1
)
)

T
1
!
2

1
)

1
1
1
)

2

9

|
1

1
|

-

1
1
1
l

1
l
|
|
1
|
l
1
1

' Excludes those physicians paid $25,000 o1 more by wiedicaid whio did not also 1ecerve medieare pay ment.
? 1—solo practitioner; 2—group or clinie; 3—hospital-hased.
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APPENDIX B.—TOTAL MEDICARE-MEDICAID PAYMENTS
TO PHYSICIANS PAID $25,000 OR MORE UNDER MEDICAID

IN 1968 !--Continued

State

S,

MICHIGAN-—Continued

Identification
number of
practitioner(s)

000824667
000119590
000637337
000256464
000H21026
000824559
000829212
000826947
000823913
000633340
000828292
000825427
0001126031
1000507505
000H 36000
000126105
000613846
004822879
000825638
000824554
000635430
000820061
000631000
000252261
000116945
0001 11005
000829458
000825082
000520619
000H 21063
00800968
00824960
005821795
005820050
005821253
005822252
005820490
005820657
005820487
005821441
005250347
005730260
005250942
005821221
005610817
005250418
005820846
005820650
008820680
005821355
005820213
005652174
005731968
005130265

Medicaro
payments

$1, 096
6, 809
5, 128
3, 307

928, 2061

31, 462
5, 093
1, 766
4, 489

580

28, 552
6, 875

38, 525

132

40, 279

28, 489
7, 376

156, 927
4, 492

47, 504

92, 965

32, 034

116, 700
7, 354
14, 695
331, 638
4, 861
4, 889

38, 081

138, 684

20, 666
2, 346

202
7, 369
4, 863

26, 430
3, 060
1, 327

19, 153

108, 520
14, 809
1, 884
14, 525
2, 920
8, 180
2,120
1, 159

241
2,900
1,618
2,700

53, 137

42
3,179

Medicaid
paynients

$122, 464
25, 152
33, 520
33, 208

266, 240
51, 475
25, 721
33, 132
34, 286
27, 467
35, 408
34, 815
39, 872
32, 200
42, 066
31, 865
48, 620
49, 687
90, 185
112, 451
28, 386
42, 661
72,456
27, 221
169, 061
206, 416
42, 804
26, 463
235, H41
03, 001
26, 966
30, 801
25, 047
63, 767
63, 954
203, 402
28, H10
27, 412
32, 424
29, 811
47, 308
31, 609
335, 015
36, 418
20, 185
40, 469
31, 8094
33, 639
29, 915
31, 125
26, 724
41,718
24, 999
27, 271

Type of
|wucggc!

.
-
.
-
.
-

|
1
l
1
3
1
l
I
1
|
|
l
)
1
)
)
|
|
1
1
}
}
}

1
1
1
1
l
1
l
l
|
l
1
|

1
1
1
|
I
1
|
1
1
1
|
|
!
1
|
1
1

' Excludes those phy sicians paiel $25,000 or more by medicaid who did not also teceive medicare payment.,

2 1 solo practitioner; 2—group or elinic; 3- hospital-based.
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APPENDIX B.-TOTAL MEDICARE-MEDICAID PAYMENTS
TO PHYSICIANS PAID $25,000 OR MORE UNDER MEDICAID

IN 1968 '—Continued

ldeuntification

number of Medicare Medicaid Type of

State practitionor(s) payments paymonts practico *
MINNESOTA 011795998 $18, 800 %40, 150 1
011796183 3, 874 36, 732 1

011798010 3, 344 78, 599 |

041610020 10, 568 33, 015 1

112707712 21, 250 33, 730 1

112797942 563 47, 631 1

301797919 215 36, 732 |

700610000 a4, H50 33, 426 2

700610001 20 33, 420 .

700610020 258, 340 38, 801 2

700610025 02, 904 40, 650 2

700610030 183, 939 33, 54 2

700610035 232, 877 71, 340 2

700610040 136, 780 89, 067 2

700610015 18, 041 33, 017 2

700610135 38, 810 41, 261 2

700610280 26, 915 33, 071 2

700610380 329, 026 35, 625 2

700610250 25, 122 69, 975 2

MISSOURI 000000385 23, 383 30, 984 1
00006197 0, 973 27, 268 1

000000211 6, 210 20, 030 1

000000627 468 27, 278 1

000004520 17, 558 27, H90 I

000004533 28, 175 48, 494 |

000004534 20, 283 40, 950 1

000004986 20, 385 30, 232 1

000004987 30, 040 34, 793 1

000005013 12, 116 a3, 470 |

000005018 12, 945 32,736 1

000005081 48, 317 47, 100 1

000005158 34, 359 25, 211 1

000005482 10, 901 306, 636 1

000005498 41, 484 41, H00 |

000006133 8, 344 27, 085 1

000006244 17, 895 29, 092 |

000006255 23, TH7 30, 981 1

000006273 347, 312 34, 362 |

0000006342 7, 820 34, 100 |

000008578 10, 892 27, 300 ]

MONTANA 000000672 27, 393 30, 137 1
NEBRASKA 000250740 3, 874 44, 053 |
000250420 G, 482 38, 074 I

000250221 8h, 871 32,249 2

NEVADA BBDPX 400 20, 162 1

. ) BBCJZ 20, 820 28, 204 |
NEW JERSEY 210715683 4, 842 23, 664 1
154228392 19, H44 31, 464 |

136144530 21, 362 a2, 706 |

143247904 13, 714 37, R26 1

102228445 4, H81 32, ROT7 I

174148268 )3, 602 43, 778 1

NEW MEXICO 2100901 2,122 45, 082 |
2104832 hH) 57, 607 |

2105602 3228 20, 661 1

2100973 [ 29, 904 1

2109194 208 31, 309 1

l. Excludes those physieianus paid 325,000 or more by medicaid who thd not alsoreceive medicare payment.
‘1 - solo practitioner; 2—gioup or clinie; 3—hospital-hased.
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APPENDIX B.—TOTAL MEDICARE-MEDICAID PAYMENTS
TO PHYSICIANS PAID $25,000 OR MORE UNDER MEDICAID

IN 1968 '—Continued

Identification
number of Modicare Modicaid 'I‘yt)e of
State practitioner(s) paymonts payments practice ?
NEW MEXICO—Continued 2105097 83,282  $37, 083 2
2104933 3,700 ... ... .. 2
2100175 848 ... ... 2
2110057 41 ... 2
2108489 355 27, 952 i
2300935 1, 121 44, 639 1
2300926 86 25, 252 1
2300348 45 39, 031 |
2300724 0, 727 39, 429 |
2300559 3, 022 27, 160 1
2300265 2, 841 40, 394 1
2300274 1, 002 43, 768 |
2301154 5, 609 51, 539 1
2300412 9, 681 35, 678 1
2300687 1, 865 52, 500 1
2300375 35 24, 332 1
2300971 1, 701 49, 568 1
2300696 1,771 49, 030 1
2300917 6, 324 66, 209 |
2370088 7,179 38, 634 2
2370006 1,029 272,945 2
2400035 17, 886 27, 162 1
2370198 6, 740 27, 896 {
NEW YORK 00000006 189, 709 50, 714 B
0000A5901 71,004 190, 763 4
0000A 5917 68, 748 07, 393 4
0000B6900 71 85, 500 4
000086914 1, 539 108, 202 4
000087943 304 42, 876 4
10000C4427 1, 128 38, 425 B
0000C4493 100 82, 085 2
0000C5435 16, 913 23, 657 4
0000C5450 2,004 47, 982 4
0000C5839 207 73, 339 |
0000C6466 172 57,182 1
0000C6409 32 130, 565 4
0000C7805 120 28, 104 1
0000C7834 12 07, 056 1
0000C7858 27 27, 024 1
0000C8804 90 42, 843 1
0000C8808 48 28, 402 1
0000C8812 48 41, 204 1
0000D0079 112 25, 570 1
00000114 128 145, 134 1
0000D0173 44 27, 207 1
0000D0178 240 33, 050 1
0000D0299 202 29, 322 1
0000E5103 7, 641 803, 888 4
0000E5112 8, 652 36, 346 3
0000F 0008 128, 360 59, 668 3
0000E5113 21, 237 60, 487 4
0000F0012 41, 739 1, 027, 592 3
00001588 14 363, 101 1
0000F0014 434, 251 2, 345, 132 3
0000F0019 21, 876 30, 973 3
0000F0024 1, 680 39, 089 3

! Excludes thoso physiclans patd $25,000 or more by medicaid who did not also receive medicare payment.
1 1—solo practitioner; 2—group or clinic; 3—-hospital-hased.

33-T10 O---70-- - 13



186

APPENDIX B.—TOTAL MEDICARE-MEDICAID PAYMENTS
TO PHYSICIANS PAID $25,000 OR MORE UNDER MEDICAID

IN 1968 '—Continued

State

NEW YORK—Continued

1 Excludes those physicians peid $25,000 or more by
* 1—solo practitioner; 2—grou or clinic; 3—

ldentification
number of
practitioner(s)

0000F0027
0000G5302
0000H0009
0000H0012
0000H0017
0000H 0024
0000H 0028
0000H 0046
0000H 0059
0000H 0063
0000H 0064
0000H0068
0000H 0069
0000H0070
(000H 0072
0000H 0083
(0000H 0089
0000H 0099
0000H 0101
0000H 0119
0000H 0120
0000H 0124
0000H 0156
0000H0160
0000H 0167
0000H 0194
0000H 0230
0000H0233
0000HN236
0000H 0247
0000H0270
0000H 0289
0000H 0200
0000H 0306
0000H 0310
0000H 6101
00001.8003
00001.8187
000010006
0000P0244
0000P0272
0000P0303
000014803
0000P0315
0000P0365
0000P0455
0000P0592
0000P0675
0000P0800
0000P0859
0000P04)7
0000P0937
0000P0974
0000P1143
0000P1620
0000P1854
0000P2178

Medicare
payments

$4, 367
65, 555
39, 237
124, 220
4, 745
62, 138
21, 882
49, 620
51, \140
20, 420
23, 458
15, 150
15, 145
12, 139
23, 185
5, 160
3, 629
o, 042
35, 059
68, 517
43, 209
14, 511
4, 533
27, 835
19, 327
10, 057
13, 446
8, 086
23, 254
1, 807
1,771
10, 973
99, 231
20, 362
4,789
22
7,049
706

46

129

33

H88
45, 164
100

208
48

1, 158
124
80
420
280
4, 049
243

Modicaid
payments
$759, 082
11, 165
49, 632
2, 345, 132
102, 016
1, 356, 978
66, 172
672, 431
192, 193
227, 475
174, 288
05, 455
318, 405
74, 700
07, 464
110, 193
28, 058
03, 005
189, 884
105, 803
201, 287
125, 329
114, 317
197, 762
27, 681
601, 047
30, 973

1, 027, 502
705, 967
109, 264
a2, 834
43, 463
82, 377
1564, 780
362, 011
50, 714
26, 3063
53, 417
88, 772
34, 877
31, 922
45, 332
47, 030
27, 108
32, 376
83, 926
28, 5563
20, H48
28, 886
30, 353
43, 456
89, 628
31,775
83, 771
80, 139
56, 828
208, 754

Type of
practice 2

2
2
3
3
3
1

3
3
3
3
?

3
1
3
3
3
3
3
3
3
3
3
3
3
3
B
3
3
3
4
3
2
8]
3
4

1
1
1
1
1
l
1
1
1
1
l
1
1
1
1
|
1
1
l
l

medicaid who did not also 1ccelve medicare payment.
hospital-based.
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APPENDIX B.—TOTAL MEDICARE-MEDICAID PAYMENTS
TO PHYSICIANS PAID $25,000 OR MORE UNDER MEDICAID

IN 1968 '—Continued

Identification

number of Medicare Medicaid Typeo of
State practitioner(s) payments payments practice ¢
NEW YORK—Continued 0000P2226 $5 369, 348 1
0000P2283 129 29, 019 1
0000Z0318 25, 255 38, 030 3
000020328 38, 060 45, 019 3
000000058 6, 486 49, 034 |
000000109 20, 185 41,798 1
000000104 15,012 111, 869 1
000000239 2, 304 28, 595 1
000000398 3, 361 36, 878 1
000000634 25, 992 31, 046 1
000001831 2, 859 49, 096 1
000002340 1, 695 20,172 1
000002560 - 1, 453 36, 648 1
000002837 37, 383 51, 873 1
000003466 1, 572 49, 327 |
100003637 628 33, 692 1
000003720 ' 30 44, 068 1
000003910 § 114 46, 296 1
000003940 1,471 60, 290 |
000004128 4, 881 39, 328 1
000004207 2, 847 31, 034 i
000004415 27, 399 27, 783 |
000004450 7, 040 46, 363 |
000004563 3, 891 34, 982 |
000004012 8, 802 32, 870 1
000004825 0, 784 85, 380 1
000005130 773 31, 296 1
000005454 280 74, 815 1
000005510 18, 704 32, 432 i
000005517 6, 000 41, 284 1
000006131 8, 892 63, 200 1
000007019 2, 311 31, 582 |
000009662 3, 540 37, 136 1
000010307 0, 676 32, 506 1
000010865 NA 45, 308 |
(00010915 NA 31, 923 1
000011492 1, 135 69, 577 1
000011622 2, 095 76, 384 |
000012022 6, 759 82, 076 |
000012210 3, 336 08, 344 |
000012612 400 41, 421 1
000012878 840 32, 012 1
000012908 43 63, 436 1
000013213 226 27, 799 1
000013249 1, 031 67, 163 i
000013636 6, 110 32, 400 1
000013762 1,572 30, 463 |
000015220 420 38, 101 1
000015328 3, 673 48, 053 1
000015354 4, 021 45, 026 i
000015364 2, 383 36, 195 1
000015441 1, 0156 25, 794 1
000015444 10 43, 725 1
000015473 2, 889 55, 306 1
000015981 041 51, 204 1
000016413 110 40, 201 1
000016420 698 63, 417 1

! Excludes those physicians paid $23,000 or more hy medicald who did not also1eceive medicare payment.
*1--solo practitioner; 2—group or clinle, 3—hospital-hased.
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APPENDIX B.—TOTAL MEDICARE-MEDICAID PAYMENTS
TO PHYSICIANS PAID $25,000 OR MORE UNDER MEDICAID
IN 1968 '—Continued

Identification
number of Modicare Medicaid Typo of
State practitioner(s) payments payments practico ?
NEW YORK—Continued 000016481 $672 $110, 592 i
000016500 3, 271 66, 683 1
000016835 3,412 41, 330 1
000017478 1,612 28, 862 |
000017850 568 101, 604 1
000018224 1,029 73, 609 1
000018618 1, 352 60, 850 1
000018944 16, 528 27, 503 1
000019049 10, 936 59, 024 1
000010328 311 07, 331 1
000019359 7, 058 31, 630 |
000019366 4, 249 84, 525 1
000019071 372 40, 795 1
000019728 13, 366 27, 828 1
000019984 856 28, 480 1
000020000 2, 188 25, 502 1
000020142 39, 008 34, 074 1
000020198 10, 090 32, 222 |
000020288 2, 109 29, 129 i
000020313 1, 016 36, 078 1
000020374 17, 688 30, 876 1
000020378 6, 749 37, 096 1
000020410 1, 558 31, 002 1
000020416 28, 914 34, 804 |
000020419 7, 952 48,170 1
000020453 9, 138 34, 410 1
000020639 203 31, 347 1
000020678 2, 058 30, 891 |
000020783 642 42, 899 |
000020819 36, 072 33, 719 1
000020893 1, 045 65, 74¢ 1
000021054 6, 764 38, 202 1
000021008 7,607 28, 051 |
000021305 2, 893 45, 439 |
000021376 13, 760 47, 231 1
000021513 4,743 78, 929 |
000021557 23, 966 58, 517 1
000021700 678 43, 309 1
000021831 1, 063 32, 027 |
000021833 282 45, 213 1
000021922 41,770 - 30, 487 |
000021924 1, 892 a0, 702 |
000021938 1, 200 31,015 1
000022038 1,020 27, 018 |
000022125 226 29, 986 |
000022259 12, 530 34, 405 1
000022347 4, 200 72,078 |
000022356 1, 962 a2, 107 |
000037558 2,727 27, 050 |
000049103 1, 400 37, 259 |
0000536506 382 41, 700 1
000070083 07, 48 40, 079 i
000043534 1, 667 43, M0 I
0000C684 1 MM 28, 074 i
0000C6853 32 202, 304 |
0000¥0021 9,051 601, 047 2
0000F 0022 125,126 601, 047 2

! Excludes those physicians paid $25,000 or more by medicald who did not also receive medicare pnyment.
? 1-solo practitioner; 2—group or »linic; 3-—hospital-hased.
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APPENDIX B.—TOTAL MEDICARE-MEDICAID PAYMENTS
TO PHYSICIANS PAID $25,000 OR MORE UNDER MEDICAID

IN 1968 !'—Continued

State

Identification
number of

practitioner(s)

Medicaro

payments

Medicaid
paymoants

NEW YORK—Continued

0000F0023 $105, 565

0000H 0020
000017553
000005091
000005128
000015142
000015705
000016282
000016314
000016482
000013211
000075144
(00037968
000065004
000079876
000070074
000015744
000070088
000070098
000037081
000012984
0000155343
000047082
000014530
000067137
000007258
000067281
000053143
000037648
(000016065
000013045
000053465
000037045
000027269
000012617
000053102
000053501
000014360
000037882
000053555
000038493
000053563
000014660
000048041
000048057
0000486901
000038173
000054025
000055068
000054930
000055274
000054599
000019132
000054106
000055247
000010669
000017018

29,718
41, 880
1, 838
18, 159
51, 365
41, 276
21, 365
10, 314
409
262
40

755

7, 158
1, 136
11, 838
3,679
t1, 450
17, 442
800
39, 003
2, 892
7,217
9, 334
2, 400
4, 471
1,410
2, 310
1, 200
18, 109
02

3, 852
4, 102
l, 770
1,700
511

2, 074
J3, 692
3, 572
6, 435
064

13, 104
6, 509
J, 850
43, 700
9, 350
3,178
2,771
6, 638
7,038
6, 330
1,514
503

4, 881
7,517
1,718
6, 167

$601, 047
102, 688
55, 706
27, 825
49, 031
28, 703
71, 684
54, 861
45, 104
35, 022
27, 872
28, 420
25, 400
31, 031
38, 193
20, 144
40, 776
38, 181
38, 540
4, 371
25, 357
30, 538
25, 821
29, 709
37, 530
43, 308
25, 014
50, 116
28, 042
20, 006
26, 300
12, 790
42, 402
35, 652
25, 942
28, 160
25, 313
31, 815
26,705
63, 010
20, 539
41, 632
51, 445
46, 080
83, 548
46, 260
28, 926
20, 002
32, 301
25, 025
30, 034
28, 616
31, 547
30, 424
40, 677
27, 383
28, 174

Typo of
practics 2

2
3
1

1
)
1
1
1
1
1
1
1
1
1
l
1
1
1
i
1
1
1
1
1
1
1
1
1
1
1
|
1
1
I
1
1
]
|
1
1
1
1
1
!
1
1
1
1
1
|
1
1
1
1
1
1
1

t Excludes those physiciuns puid $25,000 or more 1y medicaid who did not also receive medicare payment.

! 1—solo practitioner; 2—group or clinie; 3—hospital-based.
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APPENDIX B.—TOTAL MEDICARE-MEDICAID PAYMENTS
TO PHYSICIANS PAID $25,000 OR MORE UNDER MEDICAID

IN 1968 '—Continued

Idontification

=Y

number of Medicare Medicald Type of
State practitionor(s) payments paymonts practice ?
NEW YORK-—Continued 000054628 $ 5640 $25, 843 i
000054568 28, 122 55, 643 1
000064004 12, 125 37, 816 1
000018541 1, 149 20, 104 1
000064044 11, 241 37, 860 1
000071064 523 35, 309 |
000053608 28, 090 30, 120 1
000069045 21, 530 31, 548 i
000022391 19, 054 29, 818 1
000022392 200 31, 491 |
000022410 4, 328 34, 955 |
000022424 24 30, To4 1
000022671 1, 293 26, 431 1
000022761 8, 419 04, 844 1
000022933 3, 836 26, 951 1
000022969 560 33, 614 1
000023095 0, 583 20, 598 1
000023110 8,085 113, 781 1
000023317 4,028 142, 208 1
000023345 122 42, 365 1
000023672 1,178 28, 739 1
000023736 5,474 59, 614 |
000023757 45, 428 26, 608 1
000023779 30 39, 336 1
000024193 325 36, 199 |
00002420} 252 39, 960 |
000024223 42 61, 534 1
000024255 4, 827 31, 566 1
000024268 13, 924 40, 415 1
000024271 4,172 33, 584 1
000024425 1, 509 32, 009 1
0000C6813 136 113, 146 1
000024456 3, 819 44, 589 1
000024488 4,424 45, 564 1
000024520 34, 649 29, 060 1
000024527 10, 827 37, 378 1
000024579 1,730 25, 900 1
000024614 4, 013 33, 759 1
000024634 34, 982 65, 327 |
000024684 1, 192 28, 305 1
000024697 3, 067 44, 737 1
000024784 1, 332 40, 412 |
000024790 J, 120 45, 503 1
000024832 3, 634 33, 047 l
000024839 360 37, 5563 1
000024859 19, 208 25, 88H |
000024950 132 M, 874 l
000024990 15 85, 045 |
000025182 43, 785 27, 882 |
000025232 248 71, 802 |
000025235 371 81, 842 |
000025325 239 65, 60 |
000025440 1, 510 32, 280 |
006025518 01 27, 680 |
000025551 1,008 121, 025 |
000025989 & 540 115, 752 1
000026021 2,792 27, 490 i

! Excludes those phy sicluns puid $23,000 or more by medicaid who did not also 1ceeive medicame paymeat.
? 1—solo practitioner; 2—group or clinic; 3—hospital-bused.
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APPENDIX B.—TOTAL MEDICARE-MEDICAID PAYMENTS
TO PHYSICIANS PAID $25,000 OR MORE UNDER MEDICAID

IN 1968 '—Continued

Identification

number of Modicare Medicaid Typo of
State practitioner(s) paymonts paymeonts practice *
NEW YORK—Continued 000026146 $33,797  $25, 926 1
000026250 180 44,045 |
000026285 22, 860 26, 598 1
000035838 637 71, 850 |
000035868 9, 637 46, 492 1
000036109 13, 563 25, 502 1
000036178 2, 801 29, 101 i
000036259 3, 002 25, 609 1
000036283 848 84, 790 |
000036519 40, 260 27, 080 |
000036537 2,728 569, 101 1
000036557 H3d 52, 245 |
000036562 1,487 42,604 1
000036568 2, 653 36, 547 1
0000365672 8, 844 31,774 1
000036578 1, 387 47, 395 1
000036834 422 66, 707 1
000036886 6, 065 27, 969 1
000036889 10, 201 28, 542 1
000037172 3,460 123,774 1
000037182 180 52,249 1
000036893 3, 9563 50, 856 1
000037053 6, 231 26, 559 1
000037192 11, 468 62,710 1
000037194 15, 045 40, 804 1
000037246 667 49, 630 1
000037303 811 30, 530 1
000037305 73 41, 618 1
000037328 165 34, 062 1
000037393 1,732 517, 055 1
000026627 J, 386 60, 574 1
000026704 126 57, 456 1
000026746 400 25, 698 1
000027170 1, 045 64, 0562 1
000027501 552 32,770 1
000027538 788 106, 018 1
000027654 02 57, 265 1
000027745 1, 599 49, 452 1
000027751 1, 087 43, 219 1
000027963 0, 872 28, 571 1
100035019 1, 003 78, 031 1
000035023 255 43, 236 1
000035318 373 50, 241 1
000035334 9, 122 25, 093 1
000035390 1, 090 31, 011 1
000035394 540 39, 500 t
000035457 3, 674 35, 613 1
000035605 10, 042 40, 924 |
000035600 201 86, 757 1
000035700 7, 352 52, 376 1
0000356705 1,733 36, 919 1
000035710 110 43, 701 1
000035724 1, 295 64, 892 ]
000035736 70 29, 861 1
0000356730 1, 866 20, H76 1
000035740 69 45, 983 1
000035751 8, 541 25, 108 1

! Excludes those physiclans paid $25,000 or more by medicatd who did not nlso 1cceive medicare payment.
2 1—solo practitioner; 2—group or clinic; 3—hospital-based.
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IN 1968 '—Continued

192

MEDICARE-MEDICAID PAYMENTS
TO PHYSICIANS PAID $25,000 OR MORE UNDER MEDICAID

State

NEW YORK—Continued

Identification
number of
practitioner(s)

0000357660
000035826
000037499
000037929
000040243
000040863
000042111
000042570
000042076
000043054
000043108
000043348
000043417
000043651
000043676
000043687
000011490
000011084
000044102
000044150
000044218
000044338
000044415
000044897
000047372
000047976
000047998
000048772
000049558
000051416
0000535667
000055703
000067319
000081252
000090104
000090269
000090323
000043588
000044088
000016534
000020698
000017707
000016147
000017689
000034391
000015936
000035789
000046619
000006518
000003973
000029915
000035559
000047569
000016300
000003907
000022277
000035583

Medicaro

paymeonts

Medicaid
paymonts

$10, 648  $44, 104

10, 260
724
14, 371
23, 579
1, 659
271
152
14, 177
20, 035
32

3, 126
10, 660
504

30, 860
424
35, 333

66

19, 676
396
2,028
8

6, 550
1,121
1, 342
240
418
35, 781
434

71

18, 974
11

424

1, 877
8

4, 033
62
33, 768

1, 066
25, 579
683
404
211

51, 028
43, 756
33, 783
83, 597
46, 289
28, 336
63, 370
35, 404
29, 868
32, 705
48, 048
52, 160
38, 142
30, 641
62, 128
75, 809
53, 200
01, 303
30, 781
47,171
32, 411
36, 480
119, 611
51, 132
53, 240
51, 350
04, 535
27, 608
25, 655
31, 275
35, 131
50, 235
83, 575
34, 243
25, 150
47, 113
151, 932
62, 202
47, 479
26, 630
76, 265
68, 661
36, 827
a4, 493
51, 848
47, 677
47, 113
16, 280
45, 669
13, 616
42, 604
30, 352
38, 100
32, 674
32, 533
30, 212

Type of
practice 2

|
1
1
|
1
1
1
1
1
1
1
1
l
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
|
1
1
1
1
|
1
1
1
1
1
1
|
1
1
1
1
1
i
|
1
1
!
|
1
1
1
1

! Excludes those physiciaus paid $25,000 or more by inedicaid who did not also receive medicare pay ment.
2 1—solo practitioner; 2—group or clinic; 3—hospital-based.
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APPENDIX B.—TOTAL MEDICARE-MEDICAID PAYMENTS
TO PHYSICIANS PAID $25,000 OR MORE UNDER MEDICAID

IN 1968 '—Continued

NEW YORK--Continued

Identification ‘
number of Medicare Medicaid Typo of
practitioner(s) payments payments practice 3
000015924 $51, 826  $29, 092 1
000003759 3, 347 27, 712 1
000014784 04, 444 27, 608 I
000043927 721 25, 303 1
000016595 4,418 25, 047 1
000027344 6, 150 25, 052 1
000003069 041 24, 901 |
000017645 1, 001 24, 961 |
7331212RS 4 35, 727 1
0043197AK 2061 23, 578 1
2351223JS 28, 236 25,713 1
2052250JA 4, 740 41, 312 1
2054444 M8 3,214 20, 263 1
2722461NE 7,730 27, 310 |
2724181JB 16, 665 69, 621 |
2726881RP 12 25, 184 |
2733161HS 3, 516 31, 427 1
2735200CD 368 . ... ..... . 1
2735200E1 114 51, 120 1
2735200ET T4 ... 1
2735200H1 1,688 ... . 1
2735200RM 453 ... 1
2737151DT 420 32,079 |
2744321 RF 4, 402 30, 534 |
3262624 R G 2, 968 29, 630 1
33428321 7 10, 616 43, 200 |
3349220 3, 502 31, 80y |
J366800EP 8,309 ... ... 1
J366800HZ 7,420 27, 092 1
3467277LM 33 26, 132 |
J3661606AH 12, 836 36, 883 1
4868854 KS 9, 568 48, 640 1
3931650 B 1, 052 35, 360 1
3934640EW 15, 437 25, 153 i
4375483CF 1, 301 34, 072 |
153011 1JF 704 39, 501 1
4554171AD 6, 794 25, 382 1
1354073 MB 13, 645 27, 097 {
4721340J M 1, 6914 30, 224 |
47528448C 3, 104 35, 767 |
47535150AP 1, 3437 25, U84 i
47597238G 7,235 31, 158 1
4704663 H 1% 78 20, 634 |
1780104SK 268 73, 488 1
1830842WII 7,270 43, 113 |
4831413LB 7, 802 28, 131 1
4832751CR 4, 748 36, 241 ]
1840061AB 7, 030 32, 057 1
4849121DA 13, 193 37, 236 1
41849121 EF 1,738 ... ... 1
4840121 EM 6 701 .. . 1
4840121GE 13,431 .. . . |
4840121R IR 3,71 ... ... 1
4840121WK 18,885 ... ... ... 1
418510548D 16, 774 34, 168 |
361334458 4, 621 28, 178 1
A617242N1D) 1, 200 33, 853 1

! Excludes those physicians paid $25,000 or more by medicaid who did not also receive medicare payment.
* 1—solo practitioner; 2—group or clinic; 3—hospital-based.
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APPENDIX B.—TOTAL MEDICARE-MEDICAID PAYMENTS
TO PHYSICIANS PAID $25,000 OR MORE UNDER MEDICAID

IN 1968 '—Continued

Identification

number of Medicare Medicaid Type of
State practitioner(s) payments paynents practice ?
NEW YORK--Continued 5630923JA $8,306 $36, 489 1
5633260D M 2, 497 25, 820 1
5922300MD 3, 4G4 27, 964 1
6478181J8 14, 918 29, 131 |
6970669BN 2, 851 49, 251 1
7246131HP 2, 596 28, 590 1
7249801 FG 878 ... ... ... 1
7249801HW 28 40, 797 1
7249801JC 1,526 ... _._... 1
7321714GT 5, 343 48, 782 1
7323023LM 21, 992 20, 449 1
7326767FF 8, 292 44, 687 1
7354447A8 21, 115 32, 907 1
7355077SM 3, 938 26, 801 1
7566545LB 120 36, 756 1
7566545TJ 164 ... ..._._. |
7560941DG 11, 154 30, 586 1
7569041 RP 4, 935 33, 828 1
7640501HD 5, 249 25, 032 1
7821650CS 16, 194 31, 901 1
7821650JF 23,189 . _........ 1
7821650WH 17,110 _____.___. 1
7821810BM 22, 738 31, 167 |
7823300JC 1,239 27, 023 1
7%23300WD 2,118 ... ..__. 1
7826070J F 5, 085 35, H79 1
7882400DG 12,984 _. ... ___. 1
7883070CR 16, 507 46, 181 1
7883480M G 590 32, 204 1
7884360AH 8, 406 33, 691 1
7884360FR 8, 061 33, 691 |
7884360HT 8064 ... .__.._.. 1
7884360LH 7,820 ... _..._. 1
7886411GC 3, 044 27, 694 1
7886411 MB 518 .. ...._.. 1
MO0210 1, 877 26, 849 1
00189 2, 811 20, 427 1
00304 240 32, 085 1
00319 17, 615 25, 184 1
00577 3, 581 25, 831 1
01212 690 50, 469 1
01217 696 30, 230 1
01523 1,118 25, 847 1
01703 1, 981 25, 400 1
02123 80 32, 963 1
03027 17, 144 38, 954 2
03159 18,806 ..._______ 2
03186 28 28, 342 1
07060 2, 866 29, 846 1
. 10513 22, 880 30, 771 1
11129 1, 447 43, 821 1
11238 11, 038 26, 700 1
11534 12, 974 29, 357 1
11960 1,616 29, 889 1
12470 5, 644 25, 845 1

1 Excludes those physicians paid $25,
% §—solo practitfoner; 2—group or clf

000 ot more by medicaid who did not also receive medicare payment.
nic; 3—hospital-based.
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APPENDIX B.—TOTAL MEDICARE-MEDICAID PAYMENTS
TO PHYSICIANS PAID $25,000 OR MORE UNDER MEDICAID

IN 1968 '—Continued

Identification

number of Medicare Medicaid Type of
State practitioner(s) payments paymen.s practice 3
NEW YORK—Continued 13028 $5, 188  $41, 750 1
13086 962 ... ..... 2
14207 70 ... 2
13160 661 33, 566 2
17030 1,679 33, 092 1
010092688 52 26, 683 1
010034182 25 39, 367 1
010049197 -8 33, 601 1
010045326 10 39, 633 1
010093165 14 51, 983 1
010041175 40 35, 553 1
010030447 302 26, 639 1
010077767 640 29, 831 1
015045783 188 26, 903 1
010019813 105 56, 407 1
010025753 229 28, 401 1
010026097 84 40, 536 1
010024937 686 34, 337 1
OHIO 001001219 1, 151 92, 945 1
001002372 92 28, 874 1
001008985 106 27, 903 1
001021682 7, 097 26, 921 1
001021705 652 25, 499 1
OKLAHOMA 100361002 12, 047 55, 965 1
390130003 19, 881 25, 075 1
390128003 4, 285 26, 122 1
100358003 15, 181 28, 616 1
390152004 17, 256 30, 257 2
200259011 8, 225 52, 383 1
169155044 23, 172 25, 804 1
289463060 24, 747 34, 441 1
229445074 16, 642 42, 219 1
$vu144004 22, 857 30, Hh42 1
390150010 20, 810 25, 895 1
289366010 34, 146 A8, 832 1
280435108 29, 313 39, 372 1
289432063 23, 523 29, 260 1
390155028 14, 997 39, 320 1
289345029 6, 745 30, 021 1
480230012 15, 338 32, 483 1
189152032 15, 696 32, 010 1
390148015 37, 123 50, 084 1
390154023 37, 208 68, 670 1
470735011 12, 518 28, 702 1
289363031 7, 483 37, 328 1
650647003 19, 899 44, 066 1
120524014 10, 859 30, 505 1
390150028 7, 061 28, 257 1
260445040 8, 665 40, 392 2
289365032 12, 640 35, 920 1
189133025 25,771 26, 190 1
390160033 12, 908 76, 565 1
289359060 14, 594 26, 962 1
390153053 10, 961 28, 339 1
390148027 19, 302 31, 44 1

! Excludes those physicians pald 325‘,

* 1—solo practitioner; 2—group or ¢l

000 or more by medicaid who did not also receive medicare payment.

n

fe; 3—hospital-based.
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APPENDIX B.—TOTAL MEDICARE-MEDICAID PAYMENTS
TO PHYSICIANS PAID $25,000 OR MORE UNDER MEDICAID
IN 1968 '—Continued

Identification

number of Medicare Medicald Type of

State practitioner(s) payments payments practice 2
OKLAHOMA-—Continued 051234033 $18,741  $25,017 1
351532016 5, 7130 40, 171 |

390140020 20, 669 36, 597 1

390158047 16, 855 29, 877 1

300155067 19, 948 53, 829 1

390155070 22, 102 35, 424 1

280361125 13, 489 25, 704 1

289361026 5, 897 28, 442 1

289433061 11, 684 41,110 1

390158050 30, 406 40, 213 1

390146048 9, 430 53, 828 2

390140030 36, 497 36, 782 1

289344015 9,709 31, 289 1

470741030 5, 569 25, 365 1

480256103 12, 399 43, 148 1

289350036 17, 425 35, 366 1

100360051 8, 763 79, 978 1

040163053 17, 237 25, 808 1

3901540081 15, 175 25, 316 1

390135043 13, 681 25, 195 1

390156068 16, 885 28, 718 1

470754050 4, 783 55, 803 1

051239080 18, 299 28, 771 1

289461216 15,093 26,723 1

160131087 1,680 100, 623 1

390134038 25, 348 31, 935 1

390160072 23, 811 62, 676 1

240156131 1, 740 27, 726 2

100353054 1, 023 25, 909 1

289366069 19, 625 37, 454 1

390157084 33, 141 50, 556 1

289366065 19, 628 32, 387 1

470856200 26, 462 37, 687 1

OREGON LBBMH 3, 643 38, 812 1
PENNSYLVANIA 000015103 830 12, 724 1
000014067 8, 800 15, 609 1

000041266 5, 339 30, 416 1

000041463 932 14, 363 1

000041683 504 12, 735 1

000041685 10, 163 17, 730 1

000041682 27, 644 19, 775 1

000012740 6, 770 13, 799 1

000041672 34, 263 19, 524 1

000016988 864 18, 578 1

000041609 6, 694 13, 988 1

000040030 68, 478 14, 993 1

000040757 19, 833 18, 022 1

000040759 2, 444 16, 939 1

000001032 71, 240 14, 477 1

RHODE ISLAND 000000355 2, 667 30, 129 1
000000484 7, 798 31, 083 1

000001276 1, 334 28, 802 1

TEXAS 00001445 27,778 30, 560 1
0000E562 25, 447 30, 374 1

! Excludes those physicians paid $25,000 or more by medicaid who did not also receive medicare payment.
1 1—solo practitioner; 2—group or clinic; 3—hospital-based.
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APPENDIX B.—TOTAL MEDICARE-MEDICAID PAYMENTS
TO PHYSICIANS PAID $25,000 OR MORE UNDER MEDICAID

IN 1968 !'--Continued

Identification
number of Medicare Medicald Typeo of
8tate practitioner(s) payments payments practice ?
TEXAS—Continued 0000A 288 $17,060  $29, 761 1
00001250 12, 338 28, 539 1
0000F127 13, 926 28, 270 1
00009822 51,319 27, 362 1
00005404 43, 501 21, 127 1
0000A902 52, 098 26, 555 1
0000C227 1, 086 26, 235 1
00002585 18, 027 25, 260 1
0000C307 1, 315, 676 04, 111 p/
0000C550 201, 976 54, 748 2
0000E151 236, 215 47,720 2
0000C407 186, 074 41, 263 2
0000F 327 351, 542 31, 552 2
0000F437 31, 424 20, 777 2
0000C399 248, 929 29, 226 2
0000C556 125, 997 27, 758 2
0000697 74, 609 26, 837 2
0000C320 123, 5561 26, 701 2
0000E684 37, 650 25, 688 2
00000591 910 57, 403 2
0000E424 2,174 52, 213 2
0000H 100 6, 275 42, 954 2
0000E513 18, 945 42, 466 2
00003535 308, 769 39, 898 2
0000F853 19, 923 37, 339 2
0000H 747 230, 144 31, 501 2
0000H 900 19, 360 29, 962 2
0000H852 181, 226 28, 027 2
00000077 29, 420 27, 983 2
0000F268 4, 307 27, 320 2
00009568 86 26, 806 2
0000A646 56, 309 25, 808 2
0000B649 46, 183 54, 316 1
00009536 63, 664 43, 552 1
00001342 97, 401 52, 762 1
00004660 95, 574 37, 523 1
00008873 67, 627 317, 199 1
00008357 33, 507 35, 442 1
00002024 36, 028 35, 1156 1
0000F024 21,959 35,012 1
0000A413 13, 622 30, 605 1
WASHINGTON 30005501 6, 709 29, 714 1
30303501 2,470 25, 728 1
20007501 203 35, 640 1
206509 2, 160 25, 911 1
203054 1, 253 25, 846 1
WEST VIRGINIA 000008676 97 26, 609 1
000000468 18, 233 27, 206 1
000005127 1, 086 32, 359 1
000006694 7, 9356 25, 378 1
000007061 14, 200 47, 486 1
000007430 1, 009 29, 434 1
000008162 8, 802 47,133 1
000008647 6, 434 66, 501 1
000000476 12, 599 39, 567 1

! Excludes those physicians paid $25,000 or more by medicaid who did not also receive medicare payment.
2 1—solo practitioner; 2—group or clinic; 3—hospital-based.
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APPENDIX B.—TOTAL MEDICARE-MEDICAID PAYMENTS
TO PHYSICIANS PAID $25,000 OR MORE UNDER MEDICAID

IN 1968 '—Continued

Identification
number of Medicare Medicaid Type of
State practitioner(s) payments payments practics 3
WISCONSIN 000101134 $11,080 $31, 200 1
000101547 28, 912 45, 504 1
000102145 9, 032 53, 324 1
000102903 29, 616 87, 684 1
001102543 3, 578 29, 916 1
001602548 82 52, 228 1
002502521 68, 039 45, 859 1
007002999 172,996 239, 554 2
007001904 16, 336 §7, 265 2
007001684 27, 408 31, 029 2
15869 314 30, 641 1
20111 14, 797 25, 126 1
34167 10, 705 36, 204 1
41011 21, 750 31, 572 1
51014 20, 121 31, 480 1
52113 2, 997 26, 933 1
68275 30, 484 25, 101 1

! Excludes those physicians paid $25,000 or more by medicaid who did not also receive medicare payment.
? 1—solo practitioner; 2—group or clinie; 3—hospital-based.
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APPENDIX C.—SUMMARY OF MEDICAID STATE AUDITS
BY H.E.W. AUDIT AGENCY

DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE

OFFICE OF THE SECRETARY
WASHINGTON. D C. 20201

AUDIT AGENCY

AUG 26 1969

Miss Mary E. Switzer

Admintstrator, Social and
Rehabilitation Service

Department of Health, Education,
and Welfare

Washington, D,C. 20201

Dear Miss Switzer:

The enclosed report summarizes the principal problem areas noted in
our audits of grants to 16 selected States participating in the Medical
Assistance Program (Medicaid) and our review of the administration of
the program by the Social and Rehabilitation Service (SRS). Copies of
the individual reports citing weaknesses noted in each State audit weta
previously transmitted to operating officials in your agency. Although
no prior reports have been issued regarding SRS's administration of the
program, our findings were discussed with various SRS officials and

a draft copy of this report was previously furnished.

The report shows the existence of widespread administrative problems
which require prompt action by both the States and SRS if program
objectives are to be achieved efficiently and economically. Problem
areas of most concern centered on: (1) duplicate payments, excessive
rates and fees, dnd other types of erroneous charges which would not
have occurred if adequate management control had been established
over claims submitted; (2) the lack of systematic reviews of utilization
of service; and (3) the need for improved procedures in determining
eligibility and operating Quality Control programs. In separate reports
to each State we recommended steps that should be taken to correct these
weaknesses and improve State administration of the program,

Insofar as SRS regional and headquarters operation of the program is

co'gcemed, recommendations includeq in this report call for a current
reexamination of resources utilization and capability with a view toward

35-7180 O - 70 - 14
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staff expanston and strengthened administrative controls (to some extent
this has already been acted on). Also recommended are improvements
with regard to (1) lack of effective followup on deficiencies disclosed
by Program Review and Evaluation Projects; (2) untimely issuances of
guidelines needed to tlarify the requirements of amendments to the Act;
and (3) the need for 8 more clearly defined mission and responsibility

of the field administration,

We would appreciate advice as to action taken on these recommendations.

We hope that this report will be of help to you in administering the
Medicaid program, and we will provide any additional information you
may need. Coples of this report are being sent to the Secretary and

other top Department officials,

Sincerely yours,
) o J PPt
r's

John J. M#llen
Director, HEW Audit Agency

Enclosure
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REPORT ON
REVIEW OF SELECTED AUDIT AREAS
GRANTS TO STATES FOR MEDICAL ASSISTANCE PROGRAMS
UNDER TITLE XIX OF THE SOCIAL SECURITY ACT

SOCIAL AND REHABILITATION SERVICE

I - SUMMARY

In providing medical care to needy people in the first 3 years of the
Medical Assistance Program (Medicaid), the State and Federal Govern-
ments spent over $7.5 billion. Our reviews in the 16 States that spent
over 85 percent of this money showed he existence of widespread
administrative problems which require prompt action to achieve pro-
gram objectives efficiently and economically and to retain public con-

fidence.
Although conditions varied by States - in general we found:

1. Many instances of duplicate payments, excessive rates and
fees, and other types of erroneous charges would not have occurred if
adequate management controls had been established by the States, or
their fiscal agents, over claims submitted by hospitals, nursing homes,
physicians, pharmacists, and dentists,

2. Systematic reviews of utilization of services provided to program
recipients were not being made, Instances were noted of excessive
prescription drug refills and other overutilization of services. Unless
the required utilization reviews are effectively carried out, there will not
be adequate assurance that s:ich instances are not in reality widespread.

3. Improvements gre needed {n the important function of determining
the eligibility of individuals for medical assistance, Upon the reliability
of these determinations rests huge amounts of public expenditures.

The significance of the overall problem 18 shown by conservative esti-~
mates that questionable payments made in the program's first 3 years
probably averaged more than $100 million a year. However, inherent
procedural weaknesses in eligibility determinations and vendor payments
precluded an analysis of the full scope of the errors, and we tt.crefore
cannot say what the full amount is.

In Part III of this report, we discuss, within broad categories, major
problem areas, and summarize conditions found in the various States.
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Because of differences in size, local conditions, and managerial emphasis,
States implemented the overall program in various ways. But underlying
patterns of performance lend themsel*es to comparable analyses and point
the way toward useful remedial actioi .

What are these basic patterns, and what should be done about them? It

seems clear that the States and SRS did not ensure that appropriate mana-
gerial oystems were adequately implemented when State plans were approved
and first put {nto operation. Nor did we 6ee timely evaluation of program
operations, afterwards. Generally, we found 8 need for advance planning,
comprehensive guidelines, adequate mechanization for the large volume

of transactions, and a system for profile analysis of the individual recip-

ients and medical vendors.

The necessity for administering the Medicaid program in States with large
caseloads requires concerted advance planning and the establishment and
maintenance of administratively sound managerial controls - {f abuses,
errors, and Inequities are to be avoided, Also a manually controlled,

or decentralized, disbursement system for assistance payments is not
administratively feasible with the advent of the Medicaid program, It

{s almost impossible to control a vast number of transactions without
provision for controlled, automated input ald pertodic evaluations. The
Medicaid program was initiated, and continues to be operated in many
States, without some or all of these basic safeguards.

What can be done to remedy the situation? First, adequate mechanization,
and related operation resources, are essential. These would enable the
States to record, on a timely basis, a large volume of daily transactions
and thereby provide a viable base for reliable eligibility determinations,
vendor payments, and utilization reviews. This need should be met as

soon as possible,

Secondly, specific recommendations presented in our reports on individual
States' operations should be implemented. For the most part these recom-
mendations contained remedial suggestions which can be accomplished by
State action, Our recommendations generally focused on needed improve-
ments in procedures, controls, reviews, analyses, and reports, and these
are presented in some detail in Part III of this report.

last, and equally important, SRS should participate more actively as coor-
dinator and consultant in the managerial aspects of the States' programs
to help prevent problem areas from developing. Where problems have
developed, meusures should be employed to correct the situation, Power-
ful and closely coordinated efforts are needed to overcome existing prob-
lems and prevent new ones from developing. In Part IV of the report we
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summarize the findings made in our review of SRS's administration of
the program, and make certain recommendations. Principally, we are
recommending that SRS: improve its followup un deficiencies found in
State operations by various review teams; complete the issuance of
needed guidelines to clarify requirements of the Social Security Act;
and reexamine and more clearly define the mission, responsibility, and
resource capabilities of {ts personnel in relation to the overall manage-

rial requirements.
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II - BACKGROUND AND SCOPE

This report summarizes the principal problem areas noted in our auc{
of State agencies and fiscal intermediaries participating in the Med !
Assistance Program and in our review of the Social and Rehabilitation
Service's administration of the program,

Medicaid is a Federal-State program that provides medical care to low-
income people, Grants to States were authorized by Title XIX of the
Socia) Security Act, which became effective on January 1, 1966, Title
XIX established a single and separate program which makes medical care
availabije to needy and medically needy individuals who are (1) under the
age of 21, (2) the needy parent or relative with whom an e!.;ible child is
living, (3) 65 years of age or older, (4) blind, or (5) 18 years of age or
older and permanently and totally disabled.

Title XIX replaces the provisions for medical care for the needy in Title I,
Old-Age Assistance and Medical Assistance for the Aged; Title IV, Aid
and Services to Needy Families with Children; Title X, Aid to the Blind;
Title XIV, Aid to the Permanently and Totally Disabled; and the consoli~
dated program, Title XVI, Aid to the Aged, Blind, or Disabled. Title XIX
also supplements the basic health insurance plans administered through
the Social Security Administration under Title XVIII of the Social Security

Act.

Medicaid is optional with the States until 13970. Unti] then, States may
continue to provide medical care under Titles I, IV, X, XIV, and XVI.
However, beginning January 1, 1970, or on such earlier date as the State
elects to adopt & medical assistance program under Title XIX, no Federal
matching funds for medical care of the needy will be available through
other assistance programs. States wishing to establish a medical assist-
ance program under Title XIX will need to submit to HEW a new and sepa-
rate State plan for approval by the Medical Services Administration,
Social and Rehabilitation Service. By 1975, all needy and medically
needy who meet State eligi“hility standards are to have comprehensive
care and services available through this program.

The Federal sudre of the cost varies among States according to per capita
income, from a low of 50 to a high of 83 percent. There {8 no ceiling on
the amount of Federal reimbursement. Federal funds are also available to
pay 75 percent of the cost of salaries or training of skilled medical per~
sonnel, and staff directly supporting such personnel, of the State agency
or any other public agency administering the State plan. The Federal
share of other costs of State and local administration 18 50 percent.

-4-
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Of the 87,5 billion spant on Medicaic during calendar years 1966-67-68,
the Staton spernt $3,8 billion and the Federal Government $3,7 billion,
As of Dacombor 31, 1968, there were 42 jurtsdictions participating {n the
program, and by July 31, 1969, there were 44,

The findings discussed in this report are based on audits of 16 States and
the Medical Services Staff of SR3 in § regions and Departmental Head-
quarters. These 16 States received grants of more than $3.1 billion, 85
percent of the $3.7 billion Federal share, The States audited and the
amounte of Federal furds expended by oach are shown in Exhibit A,

Audits made in the States consisted principally of a review of the policies
and procedures used to adminlster the following selected areas of the
Medicaid program: (1) adherence to eligibility criteria and quality control
of medical eligibility case actions, (2) establishment of costs for medical
care and services, and (3) paymonts for medical assistance. The primary
objective of our review was to detormine whether controls were adequate
to assure that expenditures of Fedoral funds were reasonable and com-
plied with applicable laws, regulations, and SRS guidelines. Summary
results from a limited review of nursing honie activities in two States are

also included in this report.

We reviewed the operations of the Medical Services Staff to determine
how they met their responsibilities under the Medical Assistance Program
and whether they provided adequate guidance, assistance, and review of
the operations of the State agencies which administer the program.
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11T -~ DETAILS OF FINDINGS AT STATE AGENCIES

MANAGEMENT CONTROLS

Decisions made by management in the Medicaid program have a substan-
tial impact on welfare recipients, medical providers, legislative bodies,
and the taxpaying public because of the large amount of public funds
expended in the program. It is important, therefore, that management be
provided with the proper tools to carry out its assigned responsibilities
in an effective and efficient manner consistent with program objectives,
The degree to which management is currently informed about all aspects
of the operation determines in a large measure its capability to make
decisions in the best interest of the program. Management, therefore,
is responsible for establishing the necessary procedures, controls, and
reporting systems which wtll provide the information required to make

informed judgments,

A well designed system of management control assures efficiency, econ-
omy, and adherence to programed performance. Such a system includes
providing carefully devised and frequently updated standards of compar-
ison in accordance with which activities are designed and carried on,
and against which their output can be measured.

The essence of this control is the action which adjusts operations to con-
form to prescribed or desired standards or requirements, Management needs
timely and adequate information on performance, the source of which may be
dircct choorvation; routine and periodic operating, acconnting, sratistical,

and analytical reports; audits; and functional staft reviews.

Our review of the Medicaid program shows that in a significant number
of States these principles were not followed and basic needs were not
met. Weaknesses in overall administration were generally cuused by
inadequacies in procedures, internal controls, and supervision and
review, Examples of these weaknesses follow,

California_~ The State permitted nursing homes which had not met
Federal standards of care to participate in the Medi-Cal program.
Eighty-seven nursing homes were allowed to participate after July 1,
1968, even though by that date they had not submitted the required
plans for meeting Federal standards. Since January 1, 1569, at least
225 homes have becn allowed to participate in the program without
actually meeting the standards., This situation occurred because the
California Department of Health Care Services did not take timely
action to require nursing homes to correct deficiencies or remove them
from the program. As a result, Medi-Cal patients in these particular
nursing homes have not had the quality of care to which they were
entitled under Title XIX,

During the period July 1 through December 31, 1968, the 87 homes
were paid $380,000 for which the State claimed Federal participation,
We believe that the State 1s not entitled to this participation and
have recommended that it refund the Federal share - $190,000., We

-6-
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also recommended that the State refrain from claiming Federal parti-
cipation in payments to nursing homes that did not meet Federal
standards after January 1, 1969, and decertify those homes not
currently meeting the standards,

linois - The Department of Public Aid (IDPA) did not comply with

the provisions of the Social Security Act in that it did not determine
whet her average quarterly expenditures for mental health services from
State, local, and Federal sources during the period January 1, 1967,
through June 30, 1968, exceeded the quarterly average of such expend-
itures from such sources for the fiscal year ended June 30, 1965,
Expenditures in each quarter in excess of the 1965 quarterly average
are subject to Federal participation if such excess expenditutres are
for medical services to patients 65 years or older in a mental institu-
tion, There was no assurance, therefore, that the IDPA maintained its
required level of effort for the period and that the total amount claimed
for individuals 65 years or older in mental institutions was eligible

for Federal participation,

IDPA officials advised us that the State had not made a determination
regarding maintenance of level of effort for mental health services,
However, the State later presented a prepared schedule of annual
operating disbursements for fiscal years 1965 through 1668, We did
not consider this sufficiently supportive because the expenditures
were not determined on an average quarterly basis, nor were there
assurances that the figures were consonant with official expenditure

records,

We recommended that the IDPA make the required determination with
respect to maintenance of effort and that a refund be made to the
Federa] Government for the amounts claimed in any quarter in which
the Federal requirement was not met,

Nebraska - Some mental patients whose care was charged to the
Title XIX medical assistance program were placed in State operated
facilities which did not meet HEW certification standards for mental
institutions, Charges to the Medicaid program for mental patients in
institutions totaled almost $2 million in fiscal years 1867 and 1968,
the Federal share of which was about $1, 2 million, However, no con-
trols and procedures had been established to assure that the patients
received the care intended by the program, Some expenditures

were ineligible charges to the Medicaid program; others will require
further information from the State agency before a determination can
be made (Nebraska was not one of the States selected for audit,

This deficiency came to our attention during our regular review of

Public Assistance,)
- 7 -
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Washington -~ Under the State plan, hospitals are reimbursed for
actual costs of providing Title XIX services. An institution receives
interim payments at rates expected to approximate actual costs, but
within 90 days after the close of its fiscal year the hospital must
compute actual costs and submit a report to the State for audit so
that final settlement can be made. As of January 1, 1869, only 18

of 115 participating hospita!s had submitted cost reports and only 1
of 18 reports was filed on time, The 87 hospitals which had submitted
no reports were about 8 months late, The State agency did not

know when reports for the hospitals were due and had not asked any
hospitals why the reports had not been submitted. Because of this
laxity on the part of both the hospitals and the State, as of April 2,
1969, no final settlement had been mede,

Our review in Washington also disclosed that additional medical
coverage could be provided to children who are eligible under both

the Title XIX program and the Crippled Children's Services (CCS)
program through better coordination between the respective offices
responsible for their administration, During fiscal year 1868 the
Washington Department of He alth, the CCS unit, did not provide many
of the needed services to eligible children due to inadequate funds,

As a result, medical care for these children was unnecessarily delayed
or in some cases not provided at all because the children were not
referred to the State Department of Public Assistance by CCS, Improved
coordination between the two agencies administering these pro-

grams could result in more needy crippled children receiving adequate

medical care,

Wisconsin - During the period July 1, 1967 to April 30, 1968,

inpatient hospital payments were based on normal charges; those

made after April 30 represented estimated costs, No procedures were
implemented for subsequently adjusting the normal charges and the
State agency did not provide guidance to its fiscal agents for pre-
paring the cost report or for making retroactive adjustments when
estimated costs were found to be inaccurate, Profedures for exam-
ining cost statements were also inadequate, In some instances,
unaudited statements were accepted without examination,

Missouri - The State agency received about 1, 1 million physicians'
billings, totaling about $7, 1 million, for the 15-month period ended
December 31, 1968, but had not implemented procedures to com-
pile these billings into history files for each participating physioian.
Accordingly, the agency had not reviewed physicians' charges to
ascertain that individual fees adhered to a uniform charge for each
type of medical procedure billed for and were usual, customary, and
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reasonable charges. Furthermore, there was no documentary evidence
to support the fee schedule established by the State agency.

New York - New York City made an error in computing its municipal
hospital per diem rate so Federal reimbursement for the city's fiscal
year 1967 Medicaid operations was about $234,000 too high. In
computing the rate, the city included as an item of expense $694,000
of costs for Department of Hospitals investigatory personnel, The
Department of Hospitals; however, had previouslv been reimbursed
for these costs by the city's Department of Social Services. We
recommended that the State either refund the $234, 000 or reduce
future claiins for reimbursement by this amount.,

California - Statcs are authorized to use Medicaid funds to make
payments for premiums, commonly referred to as the "buy-in," to

the Social Security Administration for Supplemental Medical Insurance
Benefits (SMIB) under Medicare. The State agencies are responsible
for assuring that all eligible persons are provided coverage under
SMIB and that the benefits are utflized.

The State's records of persons eligible to have their Medicare pre-
miums paid for by Medicaid (buy-in beneficiaries) did not provide
accurate or timely information. A3 a result, claims payable by Medi-
care have been paid by Medicaid. A State study of payments made
from August through December 1967 showed that $647,000 in claims
chargeable to Title XVIII were paid with Title XIX funds. The State
agency did not consider that this period was unique, so we recom-
mended that it extend the review of claims to periods prior to and
following the 5-month period and recover from Medicare any improper

payments.

The existence of various sources of direct input to the State agency
and SSA eligibility files has caused a significant difference between
these files and has not provided assurance that either file i8 complete.
The State agency recently reported for the month of August 1968 that
its eligibility file contained 246,000 identified buy-in beneficiaries
while SSA reported 280, 000 beneficiaries on its records. However,
the State agency has estimated that 320,000 perasons are eligible for
buy-in benefits and should be included in the buy-in eligibility files.
Consequently, there 18 no complete eligibility record containing the
information necessary fog timely and accurate claims processing and
accurate determination of the premium liabtlity.

In May 1968, SSA provided the State agency with magnetic tapes of
its eligibility ftle for the purpose of identifying and resolving the
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differences. The State agency did not have the computer programs
necessary to utilize the tapes and had not developed the necessary
programs at the time of our review., The agency had set several
dates for initial reconciliation to be made and to establish procedures
for a continuing reconciliation, but none of these dates had been

met because of the low priority assigned to the buy~in and a lack of
personnel capable of preparing the necessary computer programs.

We believe that the State agency should provide the necessary
resources to complete a reconciliation as soon as possible,

Estimates by the State agency of persons eligible for the buy-in com-
pared to the number of persons being bought-in, indicate that Cali-
fornia is making insufficient payments to Title XVIII. The buy-in
agreement with the Secretary of HEW provides that all eligible per-
sons will be provided SMIB when they become eligible, and the Title
XI1X program will pay the cost of the premjums. Currently, an esti-
mated 40,000 eligible persons have not been identified and reported
to SSA, resulting in an understatement of the piemium liab{lity on
monthly invoices from SSA of about $160,000,

New York - The State Department of Social Services did not make
adequate audits of Medicaid operations at local agencies. During
the period May 1, 1966, to December 31, 1968, only 31 audits were
started, of which only 16 were completed, at the 64 local agenciles
in New York State. In the New York City area, only three audits had
been started, and none completed, since the inception of the program,
Moreover, in our opinion, the audits that were performed were not
effective because: (a) causes of deficiencies found were not shown,
thereby inhibiting corrective action, (b) findings disclosed in one
part of the State were not transmitted to other audit sites to ensure
appropriate statewide audit emphasis, (c) only 1 month's transactions
were used as the basis for the audit tests and deficiencies found in
that month were not examined in other months to determine overall
impact and trends, and (d) corrective action was generally required
only for that month in which the test was made and errors found. All
these represent serious weaknesses in management controls,

We recommended that greater emphasis be placed on an audit program
with appropriate supervision and monitoring to ensure adequate cover-
age, We further recommended that SRS followup with the State agency
to ensure that an effective audit program exists and {8 operating

properly.

The New York City Department of Social Services (NYCDSS) does
not have an internal review section which can review, evaluate, and
appraise the Medicaid operation of the department on a regularly
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programed and systematio basis. Moreover, within the Bureau of
Medical Assistance, no organizational slement has been des!gnated
to perform these funotions, The need for this important manugement
tool is emphasizaed by the significant weaknesses we found during

our audit of the administration of the Medicaid program, For example,
oven after audits by the Oity Comptroller disciosed that voluntary
hospitals had overcharyed the oity 81,8 mijlion in 2 years, NYCDSS
failed to oredit this amount to the Medicaid program,

These conditions, when considersd together with the ocontinuing
legisiative changas in the program and the complexity and sine of

the Medicaid operations in terms of employees, money, and facilie
ties, point up the need for top management to have 8 control to assure
itself that established plans, policies, and procedures are being
implemented and executed efticiently and effectively, We reported
on this lack of managerial vontrol in our prior sudit of publio assist-
snce administration, While we were advised that favorable consider=
ation was being given to our recommendation, to date no effective
action has been taken to implement our suggeastion,

We recommended that NYCDSS set up an {nternaj review section
{indeperdent of operationa] segments of the Department and responsible

directly to the Commissioner,

Bhodo Island - Tho State's Medicaid manuai allows refilling of pre~
soriptions up to 90 days after the date the original prescription was
filled, We oxamined the records on 900 prescription refills and found
that 120 were refilled from 1 to 308 days aftur the 90-day 1imit expired,
The Btate manual also l!mits refills to thres per prescription, We
found 10 cases where a fourth refill was made, although in each case
the refill form showed that three refills had previously been made.

&mnmm = Weaknesses in administration of Medioaid in the Btate
elfare Agency were ganerally attributed to (a) failure to comply with
prescribed procedures, (b) poor internal controls, and (o) laok of
offective supervision and review, There was reason to believe that

top management was not always aware of these oconditions, We
recommendod that the Htate agency establish an internal review

section to determine that its policies and procedures are 80oom=
plishing their objectives, and to evaluate tho effectiveness of admine
istration, There should be a regularly programed grocedure for peri=
odic reviews, evaljuations, and appraisals of ail ongoing operations

of the agency, This could result in (8) & more timely remedial action,
(b) improved safeguards and stronger administration, and (o) signi=
ficant reductions in program coste to the Stste and Federal Governments,
To be more effective, we believe that the internal review unit should

be directly responsible to the Becretary of Publio Welfare or his deputy,

o]l
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Texan = Our review disclosed a need to strengthen the Btate Depart-~
ment of Publio Welfere (I8DPW) procedures for certifying and authe
orieing nursing home ocare for oligible individuals. After TSDFW's
Division of Medical Borvices cortifies individuals as eligible for
nursing home care, tho ocartificate of eligibility is forwarded to case-
workers in the field, who authorize the nursing home care and for-
ward the authorization to TADFW's Division of Data Processing,
whioch {s responsible for processing the authorieations. There were
no sontrols, howaver, to ensure that nursing home odre was auth-
orised only for those who were certified, Conversely, there was no
oontro} to ensure that caseworkurs always authorized nursing home
oare for those individuals certified as eligible,

We rocommended that TSDPW strengthen ity internal control pro=
cedures by providing 8 cross=reference system between the Divisions
of Medical SBervices and Data Processing on all reoipients certified

and authorized for nursing home care,

Michigan = Unissued Medical Assistance Authorization (ID) Cards
were not prenumbered, ho control register was maintained, and

blank cards were not adequately safeguarded, The ID card is the
only identitication and authorization required for the holder to obtain
physicians' services, presoription drugs, and certain emergency out-
patient hospital services. No one employes wes designated by the
State agency as the responsible official for the control and {ssuance
of these cards. We noted that several employees had a supply of
blank unnumbered cards which were not looked up.

Under these conditions it {s possible for unauthorized persons to
obtain 1D cards and obtain certain medical services without the State
agency being aware that an ID card {s missing, We recommended
that controls over storage and issue of the ID cards be strengthened.

Forms used to open, change, or clgpe all Publio Assistance (Group
1) and Medically Needy (Group 1I) cases were forwarded daily to the
State agency by the county welfare agencies. Those pertaining to
Geoup ! cases ware recorded in a document control register and
reconociled to the public assistance payments listing, Forms appli-
cable to tho medically neody cases, however, were put into the
State agency's system without baeing recorded on 8 document control
register or any other simiiar record, It {s possible, therefore, for
unauthorized Group Il cases to be placed into the system, and for
lost cases to be temporarily undetected, We recommended that
Group 11 documents also be subject to control similar to the Group !

“il e
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w M = Our oxamination disclosed management weaknesses
in administering the program which, in our opinion, have hirdered
the maximum ut{lization of rosources in accomplishing program
objectives, Examples of deficiencies noted were: (a) some functions
of program administration were spread throughout the agency and not
located as &8 cohesive unit in the administrative struoturs of the
agency, (b) the agency had not established procedures to build up
a qualified staff as required by Federal reguiations, and (o) the agenocy
did not have an effectively functioning medical advisory committee
as required by Federal regulations,

In 12 States we found that the agencies responsible for Medicaid did not
make systematic utilization reviews of services provided to recipients,
either bacause the necessary data was not available or because the
agencies did not use data that was available, Without such management
reviews of program expenditures, neither the State nor SRS can be assured
that there are not abuses in the Medicaid program resulting from (a) over=-
utilization of sorvices by recipients, (b) overservioing by medical pro-
viders, (o) duplicate payments, (d) fraudulent claims, and (e) other

undesirable practices,

Section 1902 (a)(30) of the Boocial Sacurity Act, effective April 1, 1968,
requires that, "A State plan for medical assistance must provide such
methods and procedures relating to the utilization of, and the payment for,
care and services available under the plan as may be necessary to safe-
guard against unnecessary utilization of such care and services and to
assure that payments (including payments for any drugs provided under the
plan) are not {n excess of reasonable charges consistent with efficienoy,
economy, and quality of care." The 8RS regulations implems nting this
section of the Act provided that, "Effective April 1, 1968, a State Plan

for medical assistance must: a., Provide that a procesas(es) of utiliza-
tion review is established for each item of care or service . . , that {s
included in the State's medical assistance program." Our audits showed,
however, that only 4 of 16 States made systematic reviews,

California - 8ignificant numbers of Medicaid recipients in skilled
nursing homes - as many as 35 percent in one county - did not

require this leve) of care, In addition to Section 1902 (a)(30), the
State's regulations stipulated that no services shall be covered

which are not reasonable and necessary for the prevention, diag=~
nosis, or treatment of disease, illness, or injury. Thus, only recip-
fents with medical problems requiring skilled nursing home care should
receive such care under Medi-Cal, California’'s Medicaid program,
Medi-Cal doas not provide for lesser lavels of care, such as those
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for boarding homes or intermediate care facilities, Such care, if
available, is to be provided under the categorical aid programs,

Studies of nursing home utilization made by Santa Clara and San
Diego counties showed that from 22 to 35 percent of the recipients

in skilled nursing homes did not require skilled nursing cere. If
these studios are ropresentacivo of nursing home utilization throughout
the State, the oxcess cost to the program because of overutiiization
could be as much as $33 million annually,

Representatives of the Department of Public Health and Alameda and
Santa Clara County Medicaid conyultants said that the State was fully
aware of tho problem of overutilization, or inappropriate utilization,
of skilled nursing homes. They also said that persons not requiring
skilled nursing care are placed in nursing homes under the Medi-Cal
program primarily because facilifies providing lesser levels of care,
which would be more appropriate, are not available in sufficient

numbers in the State,

The State agency is in the process of establishing regional and dis-
trict offices throughout the State, Upon completion of this decen=
tralization, the program consultants will be directly responsible to
the State agency instead of to the various counties. The State agency
therefore expects the reviews for placement of patients in nursing
homes to be applied on a8 more uniform basis than {n the past,
Medical-Socia]l Review Teams are expected to be established even-
tually to evaluate the placement of reciptents from both a medical

and social point of view' The State agency believes that improved
screening by these review teams will significantly reduce improper
utilization of skilled nursing homes. We found, however, that with
the exception of guidelines limiting skilled nursing care to those
persons needing such care, no other specific plans, policies, or guide-
lines for the elimination of nursing home overutilization had been

formulated,

We recommended that the State agency take action to assure that
Federal funds are not claimed for skilled nursing home services
provided to persons not requiring such services, that Medi-Cal
program consultants be instructed not to approve such care for indi-
viduals not requiring it, and that a utilization review program be
established for nursing homes participating in Medi{-Cal,

New York - The New York City Department of Social Services

had no recipient or vendor histo:y profiles which could provide a
basis for contro] over expenditures, The NYCDS88 computer was not
effectively used to provide management with information on payments

35-719 0 - 70 - 15
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made on behalf of recipients so that an effective review and evalua-
tion of medical services rendered under the program could be made.

For example, the camputer could not be used to determine the cost of
services rendered to Medicald recipients, Lack of computer capa-
bility in this area alone resulted {n the {nability of NYCDSS to (a) re-
cover the values of services rendered to ineligible recipients, (b) effec-
tively pursue its procedure for processing fraud cases, (c) determine
when propur collections should have been made from recipients with
"excess income," and (d) dotect duplicate payments made to vendors.

80 « The Btate agency did not have a systematic plan for
making utilization reviows of benefit payments., Payments reviewed
were oither selected arbitrarily or were referred by a fiscal agent.
Under this procedure each payment does not have the same chance
of being reviewed, so the results may be bjased, Furthermore,
reviews made by two fiscal agents were !imited to those payments
for which the documentation was readily accessible. State agency
officials said that the excessive time involved in locating the vari-
ous documents precluded a more complete and sdequate test, Com-
prehensive reviews, therefore, wers not made, This procedure is
inadequate because it will not disclose (a) overutilization of services,
(b) unusual trends in sarvices to recipients, or (c) duplicate pay-
ments., Btate agency officials stated that thess reviews were also
limited because the fiscal agents did not maintain profiles detailing

services provided to recipients,

Waesh{ngton - The recent adoption of the declaration system resulted
in & significant reduction of visits 10 nursing homes for eligibility
verification purposes. Placomont workers we'e reassigned to desk
reviews of financial declarations of 8tate Department of Public
Assistance (WSDPA) applicants and recipients. This absence of
on-aite visita has weakened management controls,

Our visits to several nursing homes disclosed that on-site reviews
should be resumed and expanded to include reviews of areas other
than the personal funds of WSDPA patient-residents. Presented below
1s 8 summary of the results of our review of drug records and drug

purchase procedures,

Drug Records - We found a need for WSDPA review of patient drug
records at each nuraing home, Drug orders and receipts had not
always been recorded in the nursing home records, Without such
postings, there 18 no assurance that drugs charged to WSDPA were
actually furnished to the patients. For example, at one nursing home
we tosted 126 drug transactions for 7 patients and found that 10
different prescriptions paid by WSDPA were not recorded in the patient

records.
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Drug Purchaso Proocoduros « At ono nursing home we found {nstances
whoro drugs purchesud [rom private pharmacies should have been
obtained through Gtate sourcos. WBDPA requires that certain druge
for former patients of Btate hospitals be obtained {rom these inetie
tutions in order to participato in cost advantages available to the
State inacitutions. The nursing Home drug records of four former
State {nstitution patients showe? seven instances where druge pure
chased from private druggists sh)uld have been ordered from the
State hoapitals, Purchasss from the 8tate hoapitals result in sub-

stantisl savings,

We recommended that WODPA resume on=site reviews of nureing
homes, inoluding tests of drug records and drug purchase procedures.

We believe that the shsenco of procodures providing for the maintenance ard
sotive review of recip.ent and maedical providers profiles preciudes the
utilization of an effective intarnal conteol method for monitoring expendi=
turos by the State agencios and/or [iacal agents to asaure the propriety

and correctneas of expendituies, the detection of duplicate payments

and overpayments, and the detection of potential abuses of the program by
medical providers or recipients. Therefore, we feel that unless proce-
dures are established for the maintenance and active review of medical
providers and recipient history profiles, the responsible Btate agency
oannot assure SRS that payments of olaims made on 18 behalf are proper

under the Medicaid program,

Becemmandatien

We recommend, therefore, that SRS take steps to sssure that thd Btates

have adopted utilisation review procedures, that the procedures are put

into effect, that there {8 & continuing review and evaluation of the data,
and that corrective actions are taken when defiotencies are found,

ERQCERURER LOR PROCLIRING CIAIMS

In 13 Btates we found that adequate procedures had not been established
for such aspects of claim procesaing as preventing, {dentifying, and
recovering duplicate payments and overpayments, and identifying potene
tial third party lability. As @ result, substantial amounts of Federal
funds which ocould have been used for other worthy purposes in the Medi=

odid program were apent uanecessarily,
Good management practices include cheoks and controle that help to dsaure

maximum officiency, economy, and adherence to program objectives and
requirements. The general objective of adequate control over disbursements

elfe
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18 to provide for proper disbursements fn a timely and efficient manner
and to prevent improper disbursement of funds.

Our review disclosed, however, many instances of State agencies or
fiscal agents maintaining historical profiles for medical providers, yet
not verifying claims to these or other records to determine whether a
similar claim had alrcady been pald, Some States and fiscal agents had
not established any controls to determine whether overpayments had been
made, but relied upon medical providers to voluntarily refund any over=
payment, In addition, potential third party liability claims in many States
were not always identified, cithor because processing procedures were
not followed, were inadequate, or hal not even beon established, We
also found that some payments to mcdical providers were delayed because
of an exccssive amount of time required to verify reciplent eltgibility,

The following illustrate tho deficiencies found in our audit of claim
processing procedures,

Duplicate Payments and Overpayments

Caltfornja - Procedures at Blue Cross were {nadequate to preclude
duplicate payments for medical sorvices provided under the Medicaid
program. Duplicate payments rcsulted from claims coding procedures
that effectively bypassed the computerized edit syctems, from an
unnecessarily large number of conditions that had to be met before
machine rejection of duplicate claims, and for other reasons not
readily detorminable because documentation on computer program
changes was not retatned. An examination of the Medicaid payment
histories for 99 recipients solected at random disclosed that one or
more duplicate paymants had becen made to providers of medical
sorvices for 14 of these recipionts, A review of current payments
disclosed that about 4 percent were duplfcated, and multiple pay-
ments during a recent 3-month period could amount to as much as
$200,000, Total duplicate payments from March 1, 1966, to
February 28, 1969, could be as much as $2.4 million. We believe
that corrective action should be Initiated to identify and recover
Federal funds Improperly claimed as a result of overpayments for

medical sorvices.

Pennsylvania ~ Duplicate paymonts to physicians, dentists, phar-
macists, and other vendors could have been avoided if necessary

controls had been established. We conservatively estimated that
undetected duplicate payments am.unted to more than $80, 000

a month, about $1 million a year, ) which the Federal share was

about $550,000.
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Now York - The New York City Dcpartment of Social Services over=-
paid dentists because it did not have separa‘e patient history and
vondor files and 80 could not relate duplicate billings to invoices
previously roceived. Our tost of payments made over 8 5-month
poriod in 1968 showod that more than 10 percent of the dental care
récoived by Medicald rocipionts was paid for more than once. During
the 11 months ondod Decembor 31, 1968, dentists voluntarily refunded
about 850 duplicate paymonts totaling more than $5C0,000. This
volume of voluntary rofunds clearly {ndicates that total overpayments

weare substantially higher,

ac tg - The State agency did not effectively carry out ity
responsibility to control processing, reviewing, and paying of
vendor olaims, Complete written procedures were not issued and
local welfara office practices were not monitored, This failure to
provide detailed written procedural {nstructions for processing and
reviewing vendor claims contributed significantly to the deficiencies
disclosed by our reviow at tho Boston, Springfield, and Attleboro
Woelfare Service offices. Inatructions to operating personnel were
not sufficient to preclude duplicate payments, excessive fees paid
for exampln, to doctors and dentists, and paymenis of excessiva

drug prices.

We found that the Boston office did not have adequate procedures

for checking fees against established schedules. Aithcugh employees
stated that claims were checked against fee schedules, our review

of 131 payments to dentists and physicians disclosed that 11 claims
were overpaid. This error rate of 8.5 percent indicates insdequate

review,

A high percentage of drug claims we examined was overpriced. In
Attleboro, almost 9 percent of the invoices were overstated by about
8 percent of the correct price. In Springfield, over 36 percent of the
invoices were overstated by about 5§ percent. The Loston office was
overcharged an average of 13 porcent on almost 50 percent of the
drug invoices we sxamined.

Reviews of drug bills by welfare employees needed improvement.
One office reviewed only those bills over $10, although most pre-
scriptions cost loss than that amount. Another office reviewed
bills only for arithmetical accuracy and did not check for proper
dosage, refills, prices, or cligibility.

A consulting firm hired by the State agency was developing new
systems and procedures to process Medicaid vendor claims. When
fully operative, theae systems and procedures should control the

-18 -
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doficiencies noted in our audit. However, they will not be applied
retroactively to detormine the cxtent of ineligible payments made
prior to the time tho system becomes fully operative, Other review
methods will have to be employed for the prior claims,

Third Party Liability

Californja - Potential third party liability claims were not always
identified because processing procedures were not followed or were
not adequate. Prior to June 1967, the fiscal agent did not have pio-
cedures to identify Medicaid claims for which third parties may have
been llable. As a result, collection action was not injtiated and

the fiscal agent used Medicaid funds to pay claims for which third
parties were liable. We also found that claims were processed with-
out determining the beneficiary's personal liability status or whether
the beneficiary had other medical coverage, such as private insur-
ance., Consequently, Medicaid funds vvere used when "medically
needy"” berieficiaries or {nsurance programs may have been liable.

Minncsota - State or county agencies had not taken appropriate
measures to ascertain third party liahi lity on Medicaid claims. The
State plan did not contain provisions relating to third party liability,
nor did the State agency have information about policies and proce-
dures followed by county agencies in complying with the Federal
requirements in this respect. Our review disclosed that ciaims were
paid as submitted and reimbursement was subsequently requested
only when it was readily apparent that third party liability existed.
Providers and counties did not have procedures for readily identi-
fying certain categories of third party llability, such as Medicare
or private health insurance coverage.

We recommended that the State plan be amended to provide reasonable
measure for ascertaining when third party liability exists, and that
policies and procedures be prescribed to the providers of medical
services and to the counties for implementation of the plan provi-
sions. We also recommended that third party liability be identified
on the medical identification cards and on the recipients' payment
records, that direct billing be made by providers to third parties
whenever there i1s evidence of such llability, and that the State
agency periodically review activities of the counties to insure that
these procedures are effectively implemented.

Michigan Medical Service, one of the State agency's three fiscal
agents, paid providers from Medicald funds eventhough claim forms
showed that recipients also had health insurance coverage under
Michigan Blue Shield, the agent's private health insurance plan.
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Michigan Medical Service reimbursed Medicaid funds after it checked
eligibility and dotermined the amount payable under Blue Shield, but
moanwhile Mcdicald funds had been used needlessly and reimbursements
from Nlue Shiocld were untimoly. At the time of our audit, about 5,000
claima totaling about $400,000, of which the I'ederal share was about
$200,000, wero outstanding, Some claims were more tnan a year old.

Texap - Procedures employed by the State agency and its fiscal

agent were insufficient to determine third party liability on claims

paid for medical services. The only source of information available

to the fiscal agent regarding third party liability was a statement
required of providers on the claim forms as to the existence of med-
ical insurance. We noted numerous instances of refunds from providers
to the fiscal agent on claims paid by the fiscal agent. The claims
were originally paid on the basis, of providers' statements that no other
coverage existed, We believe tlat the existing procedures did not
provide the control necessary to 1ssure the absence of possible third
party liability or the use of funds from such sources before payments

were made from program funds,

Washington - The State agency had not collected the correct amount
from the responsible third party in 20 percent of the cases we exam-
{ned, Our review disclosed that improvement in processing third
party liability cages was nceded In several areas. There were (a)
{nadequate procedures for identifying potential third party liability
cases when vendors used magnetic tape for billings, (b) clerical
errors, and (c) incorrect interpretation of physicians' diagnoses.
The State's ability to identify third party liability cases processed
on magnetic tape would be improved if vendors reported accident
related services on their billing form. A procedure to require vendors
to indicate on all billings whether there is potential third party

liability would reduce clerical errors.

The establishment of responsibility for the third party liability pro-
gram at tha county office level, rather than at the individual vendor
level, would also strengthen control procedures. Such assignment of
responsibility would eliminate the present fragmentation of these
responsibilities among vendors, county offices, and responsible State
organizations. This would provide the control necessary to assure that
all billings are properly marked as to potential third party liability,

Timeliness of Claim Processing

[1}inois - The Department of Public Aid (IDPA) did not pay all vendors
of medical assistance within the time limitation prescribed by SRS.
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Prior to July 1, 1967, Federal po'icy provided that financial partici-
pation wasg available in otherwis: eligible medical payments pro~
vided not more than 12 months elapsed between the month of the
latest service to an individual and the month of payment for the
particular service, Effective July 1, 1967, the limitation was
extended to 24 months.

During the period Julv 1, 1966, through September 30, 1968, medical
payments made after the time limit had expired amounted to almost
$2.1 million, the Federal share of which was over $1 miilion. Delays
in paying medical providers' claims were attributable to (a) delays

in receiving the bills, @) rejection of invoices, necessitating return
to vendors and reprocessing one or more times, and (c) weaknesses

in methods of processing.

As a result of our audit, IDPA reduced its claim for Federal parti~-
cipation during the 30 months ended December 31, 1968, by $2,55
million (Federal share $1.27 milllon). The State agency also initi-
ated data processing controls to identify medical payments made
after 24 months from the date services were last provided.

Washington - Delays in processing and paying dental claims occurred
because of the excessive time required to verify recipient eligibility.
Thirty-seven percent of the dental claims we examined required 60
days or more to process and pay because the fiscal agent's magnetic
tape system of providing data to the State agency was not incorpo-
rated into the State agency's machine accounting system.

ELIGIBILITY

Our review of the procedures for determining initial eligibility, recerti-
fying eligibility, and operating the Quality Control (QC) program disclosed
that in many of the States reviewed there is a need for iImprovements in
these very important areas. Huge amounts of money are expended for
medical aid on the basis of these certifications and management should
take every precaution to ensure reliability.

Determination of eligibility and recertification of eligibility of individuals
for Medicaid is governed by the provisions of the State plan approved by
SRS. Quality Control is a procedure for review by the State agency of
these medical eligibility case actions. The Handbook of Public Assist-
ance Administration states that QC includes four general processes:
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“(1) & continuous review of samples of local agency case actions
throughout the States (2) assembly and analysis of case action
tindings; (3) the planning and carrying out of corrective measures
to deal with significant problem areas as they come to the State
agency's attention) and (4) periodic assembly and reporting to the

Administration of findings and results."

The Handbook further states that the focus of QC 1g on locating the
types of errors frequently occurring {n the program, determining why
they ooour, and bringing on the action by which they can be brought

to a minimum level of inoidonce.

We found, however, that in 10 of 16 States audited one or more aspects
of eligibility were not receiving appropriate attention from agency per-
sonnel, These lapses preciuded assurances that only eligible indivi-
duals were receiving medical assistance. The following findings
{llustrate the major problems which require attention in order to improve
the management of the Medicaid program at the State, local agency,

and intermediary levels.
ecl o em for Eligibility Det na

New York - 8ince the inception of its Medicaid program, eligibility
for medical services in New York City has been established through
the use of a declaration system., Declarations are required to be
validated by a subsequent full field investigation of a sample of the
approved cases, Our review of the implementation of the system,
based on statistical reports arising from the validation, showed

theae results:

1. Tho number of sampled cases closed because of ineligibi-
lity, or becausse eligibility could not be established, amounted to
over 11 percent of the total caseload. Considering the overall
monthly medical caseload of about 442,000 during calendar year
1968, it is likely that about 80,000 cases could similarly have been
closed if they had been fully investigated¢

2. These are not entirely new disclogures. City officials had
enough {nformation, before our review was made, to warrant corrective
action by the city and State agencies. The need for prompt attention
became even clearer after June 1968, when data under the present
classification system became available, Nevertheless, there was
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little evidence of any effective action by efther the city or State
sgenocy to {dentify and analyze the factors contributing to the high
case closing rate 8o that corrective measures could be explored. In
addition, supervision and guidance furnished by the State agency
were generally inadequato, [urthermore, no "action level" was
ostablished for tho validation process until January 1969 (snd then
only on a limited basis) - more than 2 years after the Medicaid

progrem was initiated.

Quality Control 8ystem

New York - The State agency's administration of the Quality Control
program relative to New York City operations required improvement
to assure management at all levels that surveillance of the deter-
mination of eligibility under the Medicaid program is adequate and
that the required corrective action is promptly taken, We found that
the State agency did not notify the city when QC reviews revealed
deficiencies requiring prompt action so that corrective measures
could be taken. In addition, lack of internal controls and other
weaknesses at the city interfered with the proper assembly of case
actions for the State, and thereby limited the value of the State's
QC review, In this regard, controls were not established to ensure
that all such actions were made available for review, the universe of
actions was not maintained on a current basis, or prenumbered and
arranged in chronological order &8 specified by Federal requirements,
and the field of QC actions was incomplete because one category of
actions (Medical Assistance-Home Relief Cases) was omitted from
the monthly universe. As a result, there was no assurance that the
sample selected for review was unbiased or that the results of the

sample were statistically effective.

Caljfornia - Our review showed that quality control schedules were
not tabulated and analyzed on & current basis, As a result, timely
identification of the causes and correction of significant problems
in the determination of medical eligibility had not been made.

As of the date of our examination, the State had completed reviews
of 290 of the 450 positive actions required for medical eligibility

for the 12-month period ended March 31, 1969. In 49 of the 290
cases, or 17 percent, the county had erred in computing the recip-
ient's share of medical costs., The recipient's share was under-
stated in 37 cases and overstated in 12. Of the 49 defects, 24 were
attributable in some degree to the recipient stating his resources
incorrectly in the declaration stateament on which eligibility is estab-
lished. This rate of error is similar to that disclosed by a State
review of the declaration system, which showed that only about
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one-half of the applicants' declaration statements agreed with the
rasults of a subscquent investigation and about 20 percent disclosed
an error in the share of cost for medfcally needy only cases. This
figuro is comparable to the 17 percent figure noted in our review of
the QC case actions. In addition, county welfare staffs were
responsible in some degree for 35 of the 49 defects. Local agencies
did not always correct medical eligibility aerrors brought to their
attention during the State’'s QC review. In Santa Clara County two
of five defects had not been corrected, In one case the county had
established the recipient's share of medical costs as $71 per quarter
whereas the QC reviewer daetermined it should have been $722, In
the other case the QC reviewer cetermined the recipient's share should
have been $135 per quarter instead of $3 as computed by the county.
As of the date of our review, which was 10 weeks after the county
wage notified of the second defect, the county had not corrected the
recipient's eligibility card or updated the State's eligibility file.

We recommended that the State agency (a) tabulate and analyze the
QC results more frequently, (b) take corrective action promptly when
{ndicated by the analysis, and (c) establish controls to assure
corrective action by the local agencies.

Pennsylvanis - The State agency had no controls to assure that all
required case actions were reported to the State office by local
agencies. Asa & result, theie was no assurance that the universe
from which the State's QC statistical sample was selected, was
complete. Case actions reported by some local agencies were
limited to applications for Medicaid and did not include redeter-
minations of eligibility or terminations.

In addition, we found that local agencies were not always notified
of the State's quality control review findings, nor were they required
to report actions taken when defects were brought to their attention,
Furthermore, the QC director was not notified promptly when the
rate of case action error reached a level that would require him to
act, nor was the program manager always informed of the results of

the QC review,

Illinois - Our review of the State's system of quality control of case
actions on medical eligibility disclosed that: (a) Nine of the 33
cases that we reviewed had delays of over 60 days, It took up to
111 days to complete reviews of some case actions. (b) The arnual
statistical report on quality control did not agree with the sup-
porting detail. The report showed that 736 case actions were
examined and that 912 defects were found, but the supporting detail
showed 1,184 actions and 1,182 defects. (c) Twelve "Quality
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Control of Case Actions" forms wore missing from the 33 cases {n our
sample, [ecderal policy requires that the records necessary for pre-
paring statistical reports, including these forms, be maintained.

‘foxan - Tha State agency had not extended {ts quality control por-
cadures to cover Medical Assistance only cases., The exclusion of
this large number of cases (about 17,000 at February 1, 1969) from
the review system aiqnif}cantly detracts from satisfactory control
over the process of eligiiility determinations, We recommended
that the quality control raview he extended to cover these cases.

Redetermination of Eligibility

Wisconsin - The State agency's supervision over county agencies'’
redetorminations of eligibility was inadequate. Three of five
counties we visited had not made timely redeterminations of eligi-
bility in certain cases. One county héd not acted on some cases for
as long as v months after expiration of eligibility., Furthermore, the
county agencies failed to notify appropriate fiscal agents that
eligibility had terminated for these recipients, and as a result
payments were made for services provided to ineligible persons.

Of the 119 cases for whom redetermination of eligibility had not
been made, we noted that medical payments had been made for 17,

or 14 percent of the total,

Our audit further disclosed that many case recorcs did not include
required forms documenting casework actions, therefore there i3 no
assurance that such actions were initiated. Of the 60 case records
examined, 3 did not include the "Notice of Approval for Medical
Assistance," 38 did not include the "Notice of Lxpiration of Certi-
fication for Medical Assistance,"” and 39 did not include the "Notice

of Continuing Eligibility for Medical Assistance."

We recommended that a refund be obtained for medical payments
made in behalf of individuals whrose eligibility had not been rede-
termined within the prescribed time limit, that controls over county
agencies be strengthened to ensure compliance with redetermination
of eligibility requirements, and that case files be fully documented
with copies of the decisions on eligibility sent to the applicants,

Payment for Medical Services to Ineligible Recipients

Michigan - We estimated that payments of approximately $2.1
million ($1.05 million Federal share) were made by the Michigan
State Agency, through its fiscal agent, Michigan Medical Service
(MMS), for services to ineligible recipients. This occurred when
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the State agency, in August 1967, discontinued requiring eligi-
bility determinations by MMS prior to payment of medical claims.

Experlence indicated that about 30 to 60 days elapsed between
the time that a person was determined to be el'gible by the county
and the date his name appeared on the monthly list of eligible
recipients prepared by the Gtate agency and furnished to MMS.
Also, providers had made mistakes in recording the recipients'
identification numbers. These factors created a backlog of pro-
viders' claims, causing complaints about delay in payment. As
a result, the State agency changed its procedures and instructed
MMS to make payments in these instances but to identify them
separately and to submit weekly listings of such paid claims so
that the State agency could subsequently followup and take what-

ever action was necessary.

Of the 74 weekly listings forwarded to the State agency during the
period August 1967 to January 1969, the State agency had checked
eligibility for claims of over $10 on only 17 of the listings, 42
had been partially completed, and 15 had not been started at the
time of our review. No adjustment had been made for the claims
known to have been paid on behalf of the ineligible recipients,

For the 17 listings that had been completed, $323,764, or 40 percent,
of the claims examined by the State agency on these listings was

paid on behalf of ineligible recipients. Based on a projection of

the results of the State agency's analysis of these 17 listings, we
estimate that almost 200,000 claims totaling about $2.1 million were
paid on behalf of ineligible individuals during the period August

1967 to January 1969. We recommended that the State discontinue
making payments prior to determining eligibility and that the Federal
share of payments made to ineligible individuals be refunded to

the Federal Government,

California - During the 22 months ended December 31, 1967, the
State used about $897,000 in Medicaid funds to pay for diagnostic
services for crippled children. SRS regulations provide that
although the Medicaid program can pay for medical services to
crippled children, it cannot pay for diagnostic services. Under
the crippled children’s program, diagnostic services must be made
available without charge and without restriction or requirement as
to the economic status of the child, his family, or relatives. We
recommended that the State agency stop using Medicaid funds to pay
for these services and that the State refund the Federal share of
Medicaid funds already used - about $448,500,
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OTULR 'ROBLEM ARLAS

Our review disclosed instances of weakne: .es or deficiencies {n a variety
of areas. Although some of the weaknesse« were not directly related to
the segments of the program we reviewed, they affected management of
the program in varying degrees and in one or more ways. In other situa-
tions, findings were unique to one State, but in our opinion were of sub-
stantial significance., While the tmpact of these problem areas is not
always measurable in terms of money, we feel that they significantly
affect the program and that the State agencies should take corrective
action, Also, we helleve that it is possible that these or similar situa-
tions may cxist in other State agency Meaicaid programs. We recom-~
mend that the Sccial and Rehabilitation Service, through program reviews
and other surveillance techniques, assure itself that if these situations
do exist {n other State agencies, corrective action is initiated.

The following examples are illustrative:

Special] Claim for Outpatient Costs

New York - The State agency claimed $29.8 million, of which $9.,7
million was the Federal share, for the cost of outpatient visits at
New York City municipal hospitals under the Medicaid program
during the period May 1, 1966, to June 30, 1967. The validity of
the claim could not be established.

From the inception of the Medicaid program {n May 1966 to June 30,
1967, the City of New York failed to determine, on an actual basis,
the number of outpatient visits to municipal hospitals by Medicaid
recipients. By June 1967, the volume of this data was so great
that the State asked HEW to accept the results of a sample of visits
made during July through December 1967, to apply retroactively in
determining eligibility and cost distribution amonq the Federal,
State, and city agencies, HEW agreed, provided that the sampling
specifications it cstablished were followed. Our review disclosed
that none of these specifications were followed satisfactorily.

The overell results of the sample as reported by the city were
inaccurate because the city did not satisfactorily control and moni-
tor a sc'en‘'ific sample and the State did not supervise the city's
computations. We estimated that of the 9,415 visits sampled by
the city, about 772, or 8.2 percent, were erroneously coded and
classified and about 470, or 5 percent, of the cases would be

unavailable.
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Cost of Mental llealth Services

Il1linois -~ We could not determine the acceptabflity of amounts
claimed for providing services to eligible patients in State mental
institutions during the period January 1, 1967, through June 30,
1968, This was due to uncertainties as to whether the entire amount
incurred by the State for these charges was allowable or only the
amount of the previously established monthly maximum charge of
$132 per patient, The difference in Federal participation amounts

to over $10 million.

The 1llinois Mental Health Dcpartment code provided that each
patient receiving trcatment in a mental health program of the depart~
ment, and the estate of such patient, is llable for the paymont of
treatment charges. The rate is calculated by averaging per capita
cost of operation of all State hos»itals for the fiscal year immediately
preceding the period of care for v/hich the rate is calculated, except
that the State may at its discretion bill at a lesser amount than such
average per capita cost. If the patient, his estate, or the respon-
sible relative are unable to pay, the cost is borne by the State. The
rate of $132 was applicable for the period July 1 to December 31,
1966, However, on October 25, 1967, the State changed its pro-
cedure to provide that for calendar year 1967 the maximum charge
for treatment of patients in State hospitals who are 65 or over and
eligible for benefits under Titles XVIII or XIX of the Social Security
Act, is the actual per die.n rate cost of the hospital providing treat-
ment. These rates ranged from $207 to $1,507 a month. The maxi-
mum charge for treatment to be assessed against a patient not eligi-
ble under Titles XVIII and XIX remained $132 per month.

This created a situation where (a) the State differentiated between
patients eligible for Title XIX and those who were not, () a ques-
tion may exist about supplanting State funds with Federal funds,

and (c) the rate for individuals eligible under Title XIX was increased

retroactively to January 1, 1967.

We recommended that appropriate determination be made about the
allowability of the amount of Federal participation claimed for cost
of services rendered to patients in the State mental institutions,

Contract with Blue Cross-Blue Shield

Texas - The State Department of Public Welfare (TSDPW) con-
tracted with Group Hospital Services, Inc. (GHS), operated

by Blue Cross-Blue Shield of Texas, to process and pav claims of
hospitals and physicians for medical services rendered to Medicaid
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recipients. Throe contracts, covering different groups of people,
were approved by SRS and incorporated into the State plan effective
September 1, 1967, when the Medicaid program became effective
in Texas, TSDPW considered these contracts to be a health
insuring arrangement i{n accordance with the provisions of the State

plan.

The terms provided for monthly premium payments by TSDPW for each
Medicaid recipient. A specified amount of the premium {s desig-
nated as compensation to GHS for plan services, The premium

ratc, includirg the portion applicable to plan services, is subject
to adjustment at the request of either party, Any adjustment in the
premium rate would be retroactive to the inception of the contracts
and would be calculated so that total cost of the adjusted premium
rates would equal the sum of the total benefit costs plus total plan
services costs. The contracts further provide that following termi-
nation of the contracts, GHS will repay to TSDPW any sum by which
total premiums exceed total benefit and plan services costs. We
did not analyze or review GHS administrative costs, but we did
attempt to determine the equity of the premiums designated for such
costs. We found that the only information provided TSDPW as the
basis for determining GHS administrative costs was a one page
summary of estimated costs which totaled over $3 million, The
summary listed 10 administrative cost items, one of which was
"provider audits"” at an estimated cost of $225,000. As of the date
of our audit, no provider audits had been made and there were no

firm plans to make any.

Another item was $1.2 million for "data processing." This repre=-
sented the estimated cost of computer services to be furnished GHS
by the Electronic Data System Corporation (EDS). A contract between
GHS and EDS provided for a two-phase operation. Phase I consisted
of preinstallation activities at a8 cost of $62,580, Phase Il related
to the regular ongoing computer services provided to GHS. Tha cost
for this service was a monthly charge based on the number of pro-
cessed clatms. The rate per claim changed at certain prescribed
volume levels. However, there was no documentation available to
show the relationship between estimated costs expected under the
terms of the contract, and the $1.2 million included in the premium

rate computation,

We noted other {tcms on the list which represented a portion of
joint costs, the total of which was shared between GHS and other
Blue Cross-Blue Shield activities. One such {tem in the amount

of $260,000, was for "executive, administrative, and legal” costs.
However, no plan of allocation was requested by or provided to
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TSDPW, either before or after the contracis weie negotiated with
GHS, by which it could be dotermined whether the amount charged
for these sorvices was recasonable and cquitable,

Vhilo no historical program cost information was available on which
to base tho {n.tial promilum ratcs, we belleve that they should have
been based on objective critcria supported by detalled documenta=
tion, We also bolieve that tho administrative cost portion of exist-
{ng contracts should not have been extended for an additional

12 months beginning Scptember 1, 1968, without considering actual
program costs generated during the first year of operations.

We recommended that the TSDPW review the basis {or reimbursing
GHS. Payments to GHS should be based on objective cost data,
adequately supported by detatled documentation, and should bear

8 reasonable relationship to the actual cost of providing the services.

The contracts do not clearly present a well defined arrangement

as prescribed in the Handbook of Public Assistance Administration,
80 we asked the Office of the General Counsel to examine the con-
tracts to determine whether GHS functions as a fiscal agent or as

a health insurer, General Counsel's opinion was that GHS is the
fiscal agent of the Texas Department of Public Welfare.

Some significant effects of the opinion follow:

}. During the 10 months ended June 30, 1968, the portion
of total premiums paid to GHS for administrative services was
almost $3 million. The State claimed Federal participation at 79,78
precent, but as 8 fiscal agent of TSDPW, GHS auministrative costs
should have been claimed at tho rate of 50 porcent, Therefore,
TSDPW overstated its claim for Federal participation by about
$888, 000,

2. TSDPW's claim for Federal participation in medical service
costs was basaed upon premium payments made to GHS rather than
actual expenditures for medtcal scrvices provided, During the period
Septomber 1, 1967, through june 30, 1968, TSDPW premium payments
to GHY for medical sorvices totaled almost $33 milllon. During this
period, howaver, GHS disburscd lcss than $19 millicn to vendors
for medical scrvices to Medicaid recipients. The Federal share of
medical sarvices costs was therefore overstated by $11.2 million.

3. Contracts between TSDPW and GHS make no provision for
TSDPW approval of subcontracts and inspection of related financial
records. Control over third-party agireements {8 neccssary to comply
with the single State agency concept of program administration. We
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found no evidenco that T3DFW assumed this responsibility with
respect to subcontracts, and therefore {t has no way of ensuring
that operations under such arrangements me«t Federal requirements.
SRS policy spocifically states that the State agency has continuing
responsibility for the quantity, quality, utilization, and payment
for services provided to recipients, whether the agency makes
arrangements directly with the vendors or uses an agent to make
these arrangements, This Is a responsibility which a State agency

may not delegate.

4, TSDPW's review of GHS claim processing procedures was
inadequate. The review, consisting of computer verification of
the contractor's computer tapes of claims paid, did not provide
assurance that GHS was paying only tliose claims for services
covered by the State plan, or that established criteria were followed
in determining amounts payable to medical vendors,

We recommended that TSDPW amend its agreements with GHS to
clearly establish either an agency or health insuring arrangement,
We also recommended that unti] %uch time as the contracts are
amended, the State agency cons:der GHS a fiscal agent and make
the necessary ietroactive adjustments for Federal funds claimed {n
excess of those allowable under such an arrangement; revise its
reporting procedures by appropriately reporting GHS administration
costs at the allowable 50 percent rate; restrict assistance costs

to actual amounts expended for medical services; and discharge

its responsibility as a single State agency in the review and control
of GHS operations pertaining to the Medicaid program, including
procedures for ensuring that expenditures are made only for services
included in the plan and that payments to vendors are allowable and

unduplicated.,

Since the {ssuance of our Texas audit report, the State negotiated
a new contract with GHS which {s currently under review by SRS
officials and the excess balance of prem{um payments on hand with
GHS has been eliminated by withholding premium payments due for
February, March, and April 1969, and by paying the medical costs
from the excess balance. The basic question of whether the con~-
tractual arrangement between the State and GHS represents a
heaith insurance or 8 fiscal agency relationship as a basis for
settlement of the question presented in item 1 above 18 now under
close study by SRS officials.

Income Tax Information Returng

New York - The New York City Department of Social Services did
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not furnish Information returns to the Internal Revenue Service

(IRS) and to practitioners pald for professional services to Medicald
clients., This can weaken IRS's verification procedures with respect
to income tax returns. Similarly, NYCDSS did not file information
returns with New York State and New York City.

The Internal Revenue Code requires that when payments for serv-
ices totaling $600 or more to any person are made during the
calendar year, IRS must be notified. The State and city have sim-
{lar requirements, NYCDSS said it was not aware of these require-
ments and we noted that NYSDSS had {ssued no instructions
advising localities to conform with the Internal Revenue Code and
applicable State and local regulations.

NYCDSS makes substantial payments to medical service practi
tioners. During calendar ycar 1968, for example, more than 12,700
physicians and dentists received over $123 million for services to
Medicatd recipients. In addition, $62 million more was paid to
such other independent practitioners as optometrists, pharmacists,

and nurses.

We recommended that NYCDSS comply with tax regulations and
report payments made to outside practitioners under the medical
assistance program, We further recommended that NYSDSS advise
all social services districts in the State of this requirement and

instruct them to comply with the tax laws.

Fund Balances

An examination of the manner in which States operated the letter-of-credit
system was not one of the principal objectives of our audit, but our reports
do show that several States kept on hand large and often long-standing
excessive balances of Federal funds drawn on letters of credits issued
under the Medicaid program. This area further illustrates general prob-
lems in fiscal administration of the Medicald pregram. Two examples

follow:

New York - The New York City Department of Social Services was
very slow in crediting the Medicaid program with refunds from such
sources as health insurance plans, workmen's compensation,
liability actions against third parties, and refunds from hospitals
for overcharges disclosed in audits by the City Comptroller. At
December 31, 1968, unprocessed credits had reached $15 millign,
which the Federal share was about $5.3 million. Some of these
credits were more than 2 years old.
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The Medicaid program began operations in New York State in October
196G, but NYCDSS made no effort to process any credits until March
1968, At September 30, 1968, the backlog of unprocessed credits
wag estimdted at 30,000 and altt ough the Department was processing
about 2,000 credits a month, by :he end of February 1969 the back-
log had jumped to almost 34,000, The city says it has added more
employees in the processing section, is now processing about 3,000
transactions a month, and has reduced its backlog to 20, 000.

California - The checking account used by a State fiscal agent to
pay medical claims always had a large number of checks out-
standing, The avarage amount outstanding during 1967 was $8.4
million, half of it Federal. The State agency deposited into this
account the exact amount of claims it had approved for payment,
without regard to the balunce of outstanding checks, We recom-
mended that sight drafts, instcad of checks, be used to pay claims,
Under this procedure funds would not have to be deposited until

the drafts were presentcd for payment, thus reducing current cash
requirements for both State and Federal Governments.,

1V - REVIEW OF REGIONAL AND HEADQTJARTERS ADMINISTRATION

REGIONAL OFFICE ADMINISTRATION

The Office of Associate Regional Commissioner for Medical Services is
responsible for administering the Medicaid program at the regional level;
it 1s a vital link between Medical Services Administration headquarters
and the State grantee agency in the Department's administration of the
program. The regional office {s charged with providing leadership in
the planning and execution of plans in the States, reviewing and eval-
uating State programs, and consulting with and assisting the States.
The effectiveness of HEW administration {s measurable largely by the
way in which the State agencies conduct the programs, and a breakdown
at the regional level could adversely affect the program. We reviewed
regional office administration in the six regions in which we audited

State programs.

Important factors in ensuring effective management at the regional level
include: (1) sufficient staff, (2) clear lines of communication between
this staff, the central office, and State agencies, and (3) definitive
guidelines relating to policies, procedures, and goals. Our review of
these areas disclosed weaknesses which need to be corrected if the
regional offices are to increase their effectiveness. These weaknesses
are discussed under the following headings:
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I’rogram Evaluation iind Surveillance
I'ollowup on Prograin Review and Lvaluation Projects

Plan Approval

Program Evaluation and Surveillance

Except for those evaluations made in cooperation with Central Office
Program Review and Evaluation Projects (PREP), regional offices made
only limited program evaluations of State operations, if they made any
at all. This situation existed {n varying degrees at most of the six
regional offices that we reviewed,

Reglon V, where the staff consisted of two persons, was fairly typical,
The Medical Services staff was required to operate generally on the
exception theory of management, with attention being devoted essentially
to problems as they arose, rather than under a positive ongoing
management concept. The regional office staff, therefore, did not
actively participate with State agencies in significant areas. For example,
Section 1903 (e} of the Act rcquircs State agencies to make a satisfactory
showing in the direction of broadening the scope of care and services
available under its plan, and Medical Services staff i{s required, among
other things, to (1) evaluate community and agency resources, needs and
capabilities with respect to personnel, facilities, services, and finances;
(2) stimulate and innovate new programs and changes or expand existing
programs; and (3) assist in development of personnel standards, cooper-
ative agreements, and contracts for services and facilities. We found
little evidence that the Regional Medical Services staff had been involved
in these areas, nor did we find records showing that these goals

were being pursued.

Similarly, Section 1903(b) of the Act provides for maintenance of effort

by States in providing mental health services as a condition precedent to
Federal financial participation, and Federal policy provides methods for
determining maintenance of effort on the hasis of expenditures. Generally,
Medical Services staff had made no effort to obtain from State agencies
expenditure or other data necessary to evaluate the maintenance of

effort {n mental health.

The basic job descriptions at one regional office indicated that the Med-
Ical Services staff should assume an active leadership role in the pro-
gram, but we found that the staff acted mainly as a liaison between the

central office and the State agencies,

Recommendation

We recommend that regional office operations be studied to determine l.ow
best to use the limited manpower available and consideration be given to

increasing the size of the staff.
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Followup on Program Review and Evaluation Projects (PREP)

PREP reviews of State agency operations to appraise the State's eff:c-
tiveness in operating the Medicald program were made by Central Office
Medical Services staff with the cooperation and ass{stance of Regional
Medical Services staff. The central office prepared the reports and for-
warded them to the regional office. The regional office sent the report

to the State agency with a request for its comments, and was respon-
sible for ascertaining whether the State agency followed recommendations

made {n the report,

The findings and recommendations, however, were generally not discussed
with the State on a timely basis, and when they were discussed the results
were frequently not discernible or were not documented. From 3 to 9
months would elapse from the receipt of the report by the State to followup
by the regional office. The following examples are illustrative:

New Mexico~ A PREP report was sent to the State agency in July
1968, with the State being given 60 days to report on corrective
action taken. When 6 months had passed without an answer, Central
Office Medical Services asked the regional office to follow up with
the State. The regional staff called New Mexico {n January 1963

and wrote to them in February, but by the end of March the State still
had not replied and there was no information about any action the

State had planned or taken.

Washington - The PREP report, containing 18 recommendations, was
forwarded to the State in June 1968, 8 months a'ter the October 1967
review was made. The State responded in July 1968, but the regional
office staff did not visit the State to discuss the report until January
1969, At the time of our audit in April 1969, the State had completed
action on only four items, partial action had been taken on six items,
and there had been no action on the remaining eight.

Michigan, Wisconsin - Four months after releasing the Michigan
PREP report, and 3 months after sending Wisconsin its report, the
regional office staff had not visited these States to discuss the
findings and recommendations,

Recommendation

We believe that PREP reviews can be highly effective in achieving a
sound and efficlient Medicaid program and at the same time inform
management about strengths and weaknesses in administration. However,
sound management practices require timely action on problems of a
critical nature, Failure to follow up on known deficiencies may reduce
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the cffectiveness of the findings and result in the State agency contin-
uing to use deficient or fneffective procedures,

Plan Approval

Our review disclosed that the Dallas regional office approved an arrange-
ment between the Texas State Department of Public Welfare and Group
Hospital Services, Inc., which did not meet the requirements of Supple-
ment D of the Handbook, Details of this agreement, its impact on the
administration of the Medicaid program, and the problems it presented
are covered in "Other Problem Areas" in this report.

Although the arrangement was approved by a predecessor agency before

the Regional Medical Services Staff was established, we believe that the
regional staff should have recognized that the contract did not meet MSA
requirements and should have initiated corrective action. This situation,
while unique, emphasizes the need for strong regional office administra~
tive procedures, and demonstrates how weaknesses at the regional level

can affect the program adversely.

HEADQUARTERS ADMINISTRATION

The Office of the Commissioner, Medical Services Administration (MSA),
staffed by about 50 professionas] and 35 support personnel, is respons-
ible for administering the Medicaid program at headquarters. Some MSA
responsibilities are to establish program goals and objectives; develop
standards, program policies, criteria, and guidelines; and provide pro-
fessional consultation to the regional office staff and assist {n the guid-
ance and leadership of State and local agencies. We noted that MSA
was not able to effectively discharge all of {ts responsibilities, primarily
because it was inadequately staffed. MSA informed us that the consid-
erable amount of time devoted to answering inquiries about the program
from various sources, including State agencies, medical providers, and
professional associations, diverted headquarters from its other respon-

sibilities.

Our review of these areas discloscd weaknesses which need to be cor-
rected if the headquarters office Is to increase its effectiveness. These
weaknessecs are discussed under the following headings:

Functional Responsibilities

Requlations and Guidelines Implementing Certain Provisions
of the 1967 Amendments to the Social Security Act

Program Review and Evaluation Project Reviews
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Coordination Between Assoclate Regional Commissioners
and Central Office

Functional Responsibilities

Functional statements about responsibilities, although not ofticially
approved, indicated that divisicns and branches were delegated specific
responsibilities, but we found that many of these delegated responsi-
bilities had not been discharged. The following examples are {llustrative:

The Fiscal Standards Branch was given responsibility to (1) develop
policies and set standards for the fiscal management of State agen-
cies and fiscal aspects cf Federal matching funds, and (2) establish
procedures and formulate methods and principles for fiscal account-
ability, disbursement of funds, and financial controls and reports,
No guidelines had been issued at the time of our review; only a
State letter dealing with allowable administrative costs under the
50 percent and 75 percent matching formula had been prepared in

final draft.

The Health Economics Branch (HEB) of the Medical Program Manage-
ment Division was assigned responsibility for conducting studies

on medical and dental costs, hospital inpatient and outpatient costs,
laboratory and X-ray services, drug and pharmacy costs, home health
agency care, and all other eleme™its of the medical care spectrum.
These studies were to ascertain current and future costs of State
programs by analyzing such aspects as the percentage share of
Federal and State expenditures by type of service, population groups,
fee schedules, and prevailing rates of charge. The studies would
serve as a useful tool in analyzing and controlling medical costs,
but no studies were ever made., We were informed by HEB that most
of their time was devoted to day-to-day problems, "putting out

fires, " and answering questions about the Social Security amend-

ments.

The Management Branch was assigned responsibility for developing
a1 1 establishing methods, procedures, and guides for improving
operations and management techniques; conducting management sur-
veys of institutions; testing management and fiscal systems;

and developing, designing, and implementing systems of ADP and
EDP applications, We were informed that except for the preparation
in draft form of guidelines on utilization and reviews, and payment
of reasonable charges for drugs, none of the above functions had

been fulfilled,

The State Evaluation Guides and Standards Branch of the Medical
Program Evaluation Division (MPED), was assigned responsibility
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for development of evaluation guides and standards for State agency
use in evaluating utilization and quality of medical and remedial

care and services provided to recipients, MPED was also respon=
sible for developing national standards and criteria for the deter~
mination of quality control effectivenes s of the health care services
made available to Medicald recipients. But no guidelines, standards,
or criteria had becon established and MPED informed us that this was

due to limited manpower.

Recommendation

We recommend that MSA review its manpower resources, identify {ts top
priorities in terms of workload requirements, and determine whether
its available manpower 18 being used to the best advantage.

Regulations and Guidelines Implementing Certain Provisions of the
1967 Amendments to the Social Security Act

The 1967 amendments to the Social Security Act added many new provi-
sions and requirements to the Medicald program. At the time of our
review, MSA had published 13 regulations in the Federal Register and two
interim policy statements implementing certain provisions of these amend-
ments. Four additional regulations in draft form remained to be issued,
one of which was issued on June 24, 1969, after completion of our review.
The remaining three regulations are awaiting clearance.

We also found that MSA had not published implementing guidelines

for several Medicaid regulations; these are needed because many of the
regulations which had been issued were not sufficiently comprehensive

to provide meaningfu] assistance to the States. The primary purpose of
the regulations and related guidelines is to help the States operate the
Medicaid program effectively and efficiently. We believe that MSA should
develop and publish the remaining regulations and guidelines as soon

as possible,

MSA attributed faflure to publish the regulations and guidelines on a
more timely basis to lack of adequate staff and the time-consuming
procedure required for getting draft material cleared by numerous

interested offices.

Recommendation

We recommend that MSA give priority to issuing detailed guidelines,

where necessary, to clarify and implement the requirements of the amend-
ments to the Act, and that an effort be nade to reduce the amount of time
now required for processing and clearing draft regulations and guidelines.
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Program Review and Evaluation Project Reviews

PREP reviews, as desdribed under Regional Office Administration, were
not made frequently enough to identify for management, on a timely basis,
aspects of State progrems in need of improvement. Moreover, MSA did
not establish formal followup procedures to ensure that States acted on
deticiencies identified throug 1 the PREP reviews,

During August 1967, MSA instituted an internal policy providing for one
PREP review to be made each month. At this rate, almost 4 years will be
required to review all States and jurisdictions participating in the program.
Although 24 PREP reviews had been made as of May 1969, 16 States and

3 other jurisdictions had not been reviewed. MSA stated that with only
seven professionals available in the Merdical Program Evaluation Division,
not more than one PREP review can be made each month. These seven
cannot devote full time to the PREP activity because of their other

responsibilities.

Several areas where we believe that the PREP operation could be strength-
ened through the utilization of formal procedures are discussed below:

Beginning in July 1968, MSA policy provided that State agencies
must submit an action report within 60 days after they received the
PREP report. MSA, however, did not provide written procedures to
be followed when a State failed to respond within the 60-day limita-
tion. Our review disclosed that from the date MSA published a PREP
report, an average of over 4 months elapsed before the State agency
submitted the required action report. Of 18 PREP's that required
action reports in May 1969, 5 were at least 6 months overdue,

MSA policy also provides that the State agency will be responsible
for preparing the action report, Three of five action reports that

we examined had been prepared by MSA regional personnel; they
were basically summaries of conversations that took place during
the regional employee's visit to the State agency to discuss PREP
recommendations., MSA accepted the reports prepared by regional
personnel and considered that its policy requirements had been met,
but our review disclosed that generally these reports were only
partially responsive to the PREP report.

MSA had no written instructions on how to handle action reports
from the State agency that were not responsive to the findings in
the PREP report. We were informed that many questions of this
kind were handled by telephone with the Associate Regional Com-
missioner, but we saw no evidence of the nonresponsive report
having been revised, nor did we see records of telephone conver-

sations.
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Recommendation

We recommend that MSA i{ssue specific instructions and delegate respon-
sibility for (1) evaluating the action reports to determine that they respond
to recommendations in the PREP report, (2) initiating uniform followup
action when necessary, within a defined time frame, and (3) certifying
when final and appropriate action has been taken on each PREP review.

Coordination Between Associate Reqional Commissioners
and Central Office

Coordination of activities between the MSA Regional Offices and Central
Office needed to be strengthened. Neijther office was fully informed
about the results of the day-to-day operations of the other office, so
management was not apprised of potential or actual problems which
needed action. A contributing factor was the lack of uniform instructions,
guidelines, or procedures that defined and explained the responsibilities
of the regional office in carrying out program objectives. MSA Central
Office personnel informed us that regional office responsibilities were
defined only in individual job descriptions. The regional office mission
had not been precisely defined and because there was no apparent effort
to coordinate the daily activities, there is reason to believe that these

activities vary among the regions.

Recommendation

We recommend that detailed instructions and guidelines be issued to
clearly define the mission and responsibility of the region so as to
strengthen the overall administration of the program.
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Exhibit A
Expenditures by State for the
Period January 1, 1966, through December 31, 1968
Date State and
State Began Total Federal Share Loca)l Share
Operation {In millions - rounded to nearest million)
Region I
Massachusetts  Sept, 1966 $ 410 $ 205 $ 205
New Hampshire July 1967 ) 3 2
Rhode Island July 1966 53 29 24
Region II
New York Oct. 1966 2,136 798 1,338
Pennsylvania Jan. 1966 415 202 213
Region V
Illinois Jan. 1966 368 184 184
Michigan Oct. 1966 329 165 164
Wisconsin July 1966 240 136 104
Region VI
Minnesota Jan. 1966 231 137 94
Missouri Oct. 1967 45 28 17
Region VIT
Oklahoma Jan. 1966 190 133 57
Texas Sept. 1967 174 130 44
New Mexico Dec. 1966 27 19 8
Region IX
California March 1966 1,704 857 847
Oregon July 1967 26 14 12
Washington July 1966 125 61 64
$6,478 $3,101 $3,377
Other States $1,066 $ 634 $ 432
Total 375544 $3!735 $3 809
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ANALYSIS OF AUDIT OBSERVATIONS BY STATE

TITLE XIX

SOCIAL SECURITY ACT, AS AMENDED

Exhibit B

Weaknesses noted during our audits were principally in the following

categories:

Procedures
for

Management Processing

Controls

Claims Eligibility

Other
Problem
Areas

Region I
Massachusetts

New Hampshire
Rhode Island

Region II
New York

Pennsylvania

Region V
Illinois

Michigan
Wisconsin

Region VI

Minnesota
Missouri

Region VII.
New Mexico

Oklahoma
Texas

Regton IX
Californta

Oregon
Washington

Minimum question-
able dollar impact
(in millions)

< X x

> X x

X X x

$97

XXX
X x X

<X x
x X x

$25 $126
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APPENDIX D—A DESCRIPTION OF THE MEDICAID
WATCHDOG SYSTEM®

What is the ‘‘Watchdog’ System?

The Medicaid “Watchdog” System is a method of insuring that high
uality health services are provided to beneficiaries of the Medicaid
rogram in New York City. The system is meant to be educative and

not punitive, and it attempts to upgrade the quality of health services
rendered in Medicaid.

Why a “Waltchdog" System?

The Medicaid Program in New York City represents the largest
publicly-funded henltﬁr care program in the country. In 1968, over 750
million dollars was expended for health services in New York City.
This represents an average expense of $300 per enrollee.

The “new” components of Medicaid are the inclusion of “private
sector”’ care and the free choice of this care. Included in health serv-
ices, over and above basic hospital in-patient and out-patient care,
and nursing home care (which has been traditionally available in
N.Y.C. prior to Medicaid), are services of physicians, dentists, optom-
etrists, {)odiatrists, chiropractors, pharmacists, opticians, appliance
dealers, 1eurinﬁ aid dealers, and rehabilitation therapists.

In New York City, there are some 35,000 various providers of serv-
ice in the above groups, all eligible for participation. With the variety
of services available and the amount of providers of service, monitoring
devices as to standards and performance had to be developed. In addi-
tion, the fees paid to providers compared favorably to those fees paid
under other programs; hence, public monies had to be accounted for
in terms of quality and quantity of service.

What Is the Authority for the *“Watchdog” System?

The Health Department of New York City derives its authority
for the “‘watchdog” system through administrative interpretation of
the Title XIX legislation, specific references in the Title II of the
New York State %ocial Welfare Law (New York’s Medicaid Law),
and through legal authority as spelled out in the contractual arrange-
ment between the New York City Health Department and the New
lYorﬁ State Health Department to administer the Medicaid Program
ocally.
yTitle 19.—Section 1902(a) (a) “provide for establishing and
maintaining standards for Erivat,e or public institutions * * *.”

T'itle 11.—Section 363: ‘“* * * promote State’s goal of making
available to everyone, regardless of race, age, national origin or
economic standing, uniform, high-quality medical care.”

Section 364, 2. (e) “reviewing and auditing the quality and
availability of medical care ang services rendered under local
public welfare medical plans * * *.”

1 Provided by N.Y. City Dept. of Health.

(249)
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Agreement, dated April 1, 1967, between the State Health Depart-
ment and New York City, paragraph 1C: “the periodic review and
andit of the ?)ualit.y and availability of medical care and health services
required to be furnished to recipients of medical assistance * * *.”

How Does the “Watchdog' System Work?
The system encompasses three basic program areas in health care:
1. Standard setting
2. Surveillance

3. Enforcement
1. Standard Setting.--Standards are set for each of the health care

areas, such as physician care, dental care, optometric care, etc. by
means of sessions with appropriate advisory committees. These com-
mittees have representatives from practicing professionals, faculty
members from pertinent professional schools, and representatives
from organized professional societies. Through a frank interchange of
idens, quality standards are written and reviewed. They then become
Professional Guidelines after review by the State Health Department
and are subsequently distributed to the profession as “work manuals.”
Modifications to these standards are arrived at in the same manner and
are also distributed.

These standards, then, become the benchmarks against which per-
formance is evaluated.

2. Swurveillance.—The purposes of surveillance are as follows:

a. Assess level of care.

b. Document areas of deficiencies.

c¢. Strengthen existing mechanisms by consultation, post-
graduate education, etc.

Surveillance is conducted in a number of ways and may result from
any number of sources, such as patient complaints, invoice review,
random sampling, etc. One innovative method used by the New York
City Health Department is “audit-tolerance levels.” Based on data
derived at the Advisory Committee meetings, each provider of service
has an “audit-tolerance’ level which is the translation of services into
dollars. For example, it is generally agreed that a physician should and
cannot see more than 40 patients in a day in his office if he maintains

uality. This, translates into $5,000 a month for a general practitioner.
’(}‘herefore, all physicians whose payments exceed this amount are
“red-flagged” for review. The $5,000 figure could be justified in any
number of ways; however, the Health Department initiates follow-up
as a matter of routine.

Similar “audit-tolerance” levels have been set-up for other provider
groups:

Dentists: $5,000 per chair

Optometrist: $4,500 per month

Podiatrist: $3,500 per month

Pharmacist: $3,000 per employed full time pharmacist 1 month

Chiropractor: $2,500 per month

(n) On-site audits of private professional facilities where health
care is given. This takes the form of visits by professional peers
to offices of physicians, dentists, optometrists, podiatrists, health
centers, etc.
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(b) Evaluation of medical records at the treatment facility. The
purpose of this is to determine the general nature of care given,
an estimate of the quality, and an indication of the use of re-
ferrals ng-ray, laboratory) and consultations.

(¢) Ezamanation of patients for whom services have been given.
A sample of patients is selected, and the work performed, whether
it is dental, optical. podiatric, etc. is evaluated and compared
against the invoice submitted by the professional. This gives
overall qualitative data as to the following:

(1) Accuracy of diagnosis

(2) Appropriateness of treatment

(3) Necessity of procedures

(4) Adequacy of prostheses, such as dental bridges, orthopedic
shoes, eyeglasses, etc.

(d) Follow-up of complaints by patients is pursued in deter-
mining quality of care. Indeed, the Health Department en-
courages patients to voice complaints and has set up n mechanism
to receive complaints through the 21 district health centers.

Surveillance is presently carried out by the limited staff assigned to
the New York éity Health Department and through “contractual
arrangements’ with recognized institutions and health professionals.
To illustrate the latter, the Optometric Center of Now York City is
assisting in optical review, the M. J. Lewi School of Podiatry is assist-
ing in podiatry review, etc.

3. nh/orcanent.-—-'l‘ho Health Department in Medicaid has “teeth”
to sce that standards are upheld. The Department has the following
options which can be exercised depending upon the nature of the case:

(a) Direct interview with the professional to handle a specific
problem.

(b) Use of professional societies for advice and peer review.

(¢) Temporary suspension.

(d) Formal administrative hearings with appropriate judge-

ments,
(e) Elimination from participation in the program.

18 the “Watchdog” System Working?

The “watchdog’” system has highlighted certain facts in the delivery

of health care in the ghetto areas:

—The general practitioner, as seen through on-site visits, is pro-
fessionally isolluted from his colleagues.

—Dentists, podiatrists, and chiropractors are locating offices in
high Medicaid areas. .

—Dental offices are gencrally well-equipped and are geared for
efficient production.

The “watcﬂdog" system has identified areas of professional practice

requiring appropriate follow-up. Examples follow:

—A smalr number of pharmacists have been providing smaller
quantities of medication than prescribed by the physicians, but
nevertheless have billed Medicaid for the total prescribed amount.
A small number of pharmacists have altered amounts of pre-
scribed medication, and have billed Medicaid accordingly, but
actually dispensed the smaller prescribed quantities.
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—A few dentists have not provided services for which they have
billed Medicaid. A small number of dentists have not provided
dental work of ncceptable quality to the patient or the program.

—A small number of podiatrists have prescribed orthopedic shoes
in quantities beyond that which can be justified in normal prac-
tice. A small number of podiatrists have provided routine radio-
graph studies of the feet beyond the accepted norm.

—A small number of physicians have provided an unacceptably
small amount of time per routine patient visit. A small number
of physicians have routinely referred patients to consultant
specinlists for reasons unacceptable to peer group evaluation.

The above examples are representative, but not all inclusive of the

types of cases found by the ‘“‘watchdog” system. The fact that the

system is in operation acts as a constraint upon inappropriate prac-

tices in Medicaid and is an important source of encouragement to the

majm'it?r of professionals who adhere to health care standards of
)

le quality.
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APPENDIX E.—SELECTED CARRIER RESPONSES TO
QUESTIONS CONCERNING DETERMINATION OF “CUS.
TOMARY AND PREVAILING” CHARGES

1. Describe the extent and scope of the data on actual customary
charges by physicians prevailing in your area and which was in your
gossession as of the date you initially requested consideration as a
art B carrier for such area. -

a. “None”
b. “Two years of claims data on ‘usual and customary’ con-

tract and a State-wide survey conducted by the Medical Society.”
c¢. ‘“Data from group major medical contracts. These contracts
have total outside limits but few inside limits * * *.”

d. “Data on actual customary charges by physicians in our
area * * * was very limited. We proposed to use the Relative
Value Fee Schedule of the State I\fedlcal Association.”

e. “There was no totally validated data on actual customary
charges by physicians within the Blue Shield Plan area * * *
because Blue ghield was on an indemnity fee schedule * * *”

f. “* * * history of charges made by physicians to members
covered under Blue Shield indemnity fee program.”

g. ‘“data on 117,000 members [of well over 1 million total
members] enrolled under usual, customary or reasonable charge
concept.”

h. “* * * based upon the principle that local personnel pro-

vide the primary base for knowledge as to physicians’ charges.
This method relies on local claims personnel’s knowledge * * *”

i. “* * * we had a general knowledge of the charging practices
of physicians in most of the areas we were eventually assigned.”

k. “* * * surveys and relative value studies based on broad
;sim;ve,y,rs were available to us for guides in the absence of sufficient

ata.

1. “In 1965 our Research Department queried 9,028 physicians
and dentists in regard to the fees each would charge if he were to
perform any of a list of specific procedures * * *. As of February
1966 seventl\; percent of the doctors had responded.”

2. Which of that data were actually used, and to what extent, in

our determination of customary and prevailing physician charges
In your area as of July 1, 1966?

a. “None.”
b. “The physician fee profile (usual, customary and prevail-

ing), was used on the first level of claims processing.”’
¢. ‘30,000 claims submitted under major medical contracts.”
d. “Initially used Relative Value Schedule of State Medical
Association.”
(256)
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e. ‘“Our program was not founded on customary charges. It
was founded upon prevailing charges. We extracted from this
past data.”

f. “All of the data were used.”

g. “Checked against a basic guide table which approximated
the median coefficient of revaiﬁng charges and then for claims
in excess of the median checked against 90th percentile of pre-
vailing charges.”

h. “Our local field offices were given extensive instructions
directing the exercise of claim judgment. * * * These required
immediate application of all information and experience as to
customary and prevailing charges.”

i. “Did not have sufficient data to produce accurate usual and
customary charge profiles but we did feel we had sufficient data
to develop a prevailing profile.”

k. “Used the individual fees filed by physicians for the Plan’s
Prevailing Fee Program.”

1. “Basic tool was Relative Value Study of State Medical
Association. Due to thinness of data and unknown factors about
charges for persons of advanced age, determining valid customary
charges was not possible initially.”

m. “Most fees reported (in the survey of physicians) were used
in the determination of customary and prevailing charges.”

3. Did you gather any additional data relative to customary physi-
cian charges prior to July 1, 19667 If so, please describe the scope and
extent of such data and the precise methods employed in securing
such data.

a. HNO.”

b' “NO-”
c. “Though we did not invite such, various physicians, physi-

cian specialty groups and State associations did present us fee
surveys, suggested }ee schedules, etc., which they used as guide-
lines * * *, This information was reviewed for comparability with
the profile data previously compiled.”

d. “Physicians were surveyed, commencing June 17, 1966, and
asked to indicate their usual and customary charges.”

e. “A survey was performed in February, 1966, to secure the
usual fees of pK sicians.”

f. “Individual profiles of charges were developed through the
assistance of the State Medical Society.”

g. “Accumulated and analyzed physician charges under standard

programs.”

h' “NO.”
i. “Clerically accumulated charge data with respect to some of

the more common medical and surgical procedures in our Part B
area.

k. “Necessary to add to our fee data by a survey of physicians
to determine their usual and customary fees for home and office
medical visits.”

.. “Unofficial reference was made to a 1965 fee survey made
by the State Medical Association to check the validity of relative
value conversions. The survey resulted in a forty percent response.

m. “No.”
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4. Describe the additional data you gathered with respect to
customary charges by physicians and what methods were used in
securing such data sugsequent to July 1, 1966.

8. “Gathered data based upon charges reported under the

Medicare program.” .
b. “Used Medicare and Title XIX data in conjunction with

Blue Shield Usual and Customary Contract data.”

c. ‘Periodic Statewide profiles and compilations of Medicare
charge data.”

d. “Physicians profiles developed as result of initial survey
adjusted for actual cherges to Medicare patients.”

e. “Nothing further was secured subsequent to July 1, 1966.”

f. “None, beyond individual charge profiles previously de-
veloped through assistance of State Medical Society.”

g. “Initiated eftort to create statistically reliable physician

rofiles based on claims data derived from al{Blue Shield admin-
1stered programs.”

h. “Data as to charges made by each physician has been
collected with respect to each Medicare claimant.”

i. “Since July 1, 1966, we have been cnrturing charge data by
procedure by physician with respect to all bills submitted under
the program.’

k. “Since July 1, 1966, there has been no significant gathering
of additional data on physicians’ customary charges.”

l. “Medicare charges we-« captured by physician, by proce-
dure, from July 1, 1966.”

m. “The Research Department gathered Medicare Part B
claims data from which a Physician’s Charge Profile was
established.

5. Do you regularly include all physician billings to non-Medicare
patients as well as Medicare patients in determining (a) customary
and (b) prevailing charges for Medicare? 1f so, when did you first
include all of these non-Medicare physician billings in determining
(a) customary and (b) prevailing charges?

a. “Not at present; but will include data from other programs
which we administer in the near-future.”

b. “Yes—started in April, 1967.”

¢. “Medicare charges only.”

d. “Bills as they are received for services rendered to Medicare
patients.”

e. “YeS-"

f- UYeS."

E. “Since January 1968.”
. “Non-Medicare claims listing not available. Present listing

includes all billings to Medicare patients.” _
i. “Profiles derived solely from charges submitted by Medicare

patients.” . ‘
k. “Since the usual and customary fee information had been

received from physicians prior to July 1, 1966, it was not neces-
sary to create usual and customary fees from charges as recorded

on individual claim.”
1. “No. Blue Shield contracts are generally the basic scheduled

fee type.” . )
m. “At this time we use only Medicare information to deter-

mine customary and prevailing charges.”

?a.cp 258 blank.



APPENDIX F

Medicare Providers and Medicare Intermediaries as of
February 1, 1969

(259)

’pcml ¢ Zf_é “an‘(



APPENDIX F.—MEDICARE PROVIDERS AND MEDICARE
INTERMEDIARIES AS OF FEBRUARY 1, 1969

Number of providers
Hospitals ECF's HHA's

Blue Cross Association. .o cccececcmecmanmaaananaas 16,876 2,609 1,693
Actna Life and Casualty. - oo oo 94 327 15
Aectna-Christian Science. o - - o oo oo ceaonoaaans 17 17 ...
The Travelers Insurance Coo v v ccceeoeeccnnnnann. 112 669 19
Mutual of Omahu Insurance Co...-_. Azecameceoann 19 1,020 10
Kaiser Foundation Health Plan, Inc.....oc...._.__ 19 1 3
Hawaii Medical Services Association. - oco.o.oo_.. 28 16 5
Community Health Association. .o co-ooooacoooao . 1 ) S
The Prudential Insurance Co. of America......_..... 33 53 36
Nationwide Mutual Insurance Co. . ... 8 70 24
New York State Department of Health_ . ... ... 60
Inter County Hospitalization Plan, Inc.____._...... 52 15 7
Cooperativa De Salud De Puerto Rico-............ 8 ) S,
Social Security Administration. ... .. ... .. ... - 3639 38 323

Total, United States........ooooooo. ... 7,906 4,837 2,195

Bg{xclud’ed in this total are the 566 emergency hospitals and the 52 emergency hospitals in Canada which
services.
1 88A total also includes 402 Federal hospitals.

Note. Because of certain discrepancies in the provider printout to be resolved, 3 hospitals were not in-
cluded in the compilations. In addition, 11 emergency hospitals have been included on the summary sheet
but, because of discrepancies in the printout regarding the servicing plan, have not been included in the

individual plan totals.
Blue Cross Association
Number of providers?
Number Hospitals EM ECF's HHA's
REGION I
Connecticut. oo e ooeee o iaaann 00060 31 1 17 76
Maine. oo e caeaeas 00180 62 10 12 23
Massachusetts. . o .o oononaon 00200 177 9 96 181
New Hampshire..... ... ._..... 00270 35 ceeoo. 6 34
Vermont oo eceeaae 00270 23 11 1 12
Rhode Island. _ .o oo .. 00370 ) i 9 21
Total. o oo e ceeecaan 345 31 141 347
REGION 1I
Delaware. v o covce e 00070 10 oo 9 8
New Jersey. - ocoeeomooaoaaaas 00280 88 21 34 17
New York:

Albany. .o l.. 00300 29 1 8 3
Buffalo. o ccc ool 00301 36 9 22 3
JamestOWN . o v v maaaan. 00302 i S 4 1
New Yorke oo oo 00303 158 18 30 49
Rochester. o cvoeoevneeann.. 00304 19 1 12 2
Syracuse. e ooeo e 003056 23 2 18 commaa-n
3 (17 VN 00308 32 6 19 1
Watertown. o e ceeeeccncann. 00307 3 e y
Total. oo e oo e 403 58 158 84

1 "EM"'—Emergency Hospital; “ECF”—Extended Care Facility; “HHA"-—~Home Health Agency.
(261)
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Blue Cross Association—Continued

Number of providers
Number Hospitals EM ECF's HHA's
REGION III
District of Columbia ............ 00080 11 4 6 3
Kentucky. . ... ... 00160 129 17 32 17
Maryland. . ... ... 00080 3 ... 1 2
00190 55 8 17 27
Pennsylvania:
Allentown..... covceceooa.. 00360 10 eoee.... 7 5
Harrisburg. .. oo .._. 00361 36 4 31 17
Philadelphia. . ... .. ......... 00362 43 10 41 17
Pittsburgh_.____ ... .. ...... 00363 107 9 57 28
Wilkes-Barre......coceeao... 00364 39 3 19 7
Puerto Ricoe e e oo 00470 35 21 2 2
Virginia_ o oL 00080 i 3 2
00440 S
Richmond. .. ..o .. 00423 69 12 30 1
Roanoke. oo 00424 33 3 19 ........
West Virginia:
Charleston... _....coveeoa.. 00440 6 1 2 2
Charleston.......ccooee ... 00441 40 6 5 7
Parkersburg. . . .o o oo ..._. 00443 8 3 1 3
Wheeling. « o e oo 00444 28 3 5 8
Total oo e 662 104 278 148
REGION 1V
Alabama_. ... 00010 118 12 54 2
Florida. ..o 00090 168 15 37 58
Georgia:
Atlanta._ ... ........ 00100 43 8 15 ]
Columbus. oo ... 00101 88 15 16 10
Mississippie ceeecmeeee ccme .. 00230 84 33 9 72
North Carolina._ ... ___....___.___. 00310 152 12 45 15
00380 - 1
South Caroling................. 00310 ... ... 2 ..
00380 73 12 54 42
Tennessee:
Chattanooga.. . ... ...... 00390 125 16 39 75
Memphis. . oo 00392 18 4 10 5
Total . cv e 869 127 281 285
REGION V
Illinois:
Chicago. - - oo oo 00121 290 20 57 81
Rockford. - oo 00122 3 . 2 1
Indiana. .. oo 00130 137 5 75 28
Michigan_ . ... .. ... 00210 256 24 30 47
Ohio:
(07:01171) T 00331 10 1 3 4
Cineinnati. . oo oo 00332 47 5 30 20
Cleveland.._ .. ... ceeeenn. 00333 62 6 46 13
Columbus.. .o oeean.. 00334 49 3 6 25
Lima. e 00335 11 2 2 1
Toledon - oo ceeecceeaa 00337 31 1 16 4
Youngstown. . ... 00338 21 oL 14 ]
Wisconsin. - oo cacanna 00450 185 8 145 b9
Total. oo eeemeem 1,102 75 426 288
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Blue Cross Association—Continued

Number of providers
Number Hospitals EM ECP's HHA's
REGION VI
Iowa:
Des Moines....coveveeeccann. 00140 111 5 31 20
Sioux City.coeeneeececcnunn- 00141 38 2 13 6
Kansas:
Topeka. .- vvveeeerecennnnnn- 00150 187 cee..... 58 30
Kansas City, Mo............ 00240 . S, 3 1
MInnesot oo oeerorerreeinnnnn 00220 182 1 74 45
Missouri:
Kansas City...ccocveecnaa. 00240 64 2 11 5
St. Lowise e eeeeeaanen. 00241 114 2 37 28
Nebraska. v cveoeenrnenaann. 00260 106 3 16 3
North Dakota_.....o...ouoe.... 00320 63 11 23 8
South Dakota b e eenennnn.. .. 00141 61 ........ 7 25
117 804 20 273 17
REGION VII
Arkansas. ..o cveeeinininnnnnn 00020 104 4 45 4
Louisiana:
Baton Roug€..ovueeoene.... 00170 112 27 81 39
New Orlcans. ..o ccooeeeanan.. 00171 14 0 9 17
New Mexicoa oo o oemeeeaaa. 00290 43 5 13 4
OklahomAa. . ceoeeoin e 00340 144 14 20 55
[ 1 1 S 00400 510 43 83 38
Total e oo e eeaae - 933 102 253 157
REGION VIII
1611) (1) ¢:s (1 Y I 00050 89 3 47 20
daho. oo e 00110 49 3 10 9
Montana. . ceeeeoicececcanann 00250 63 13 21 1
Utah . e e cceeaes 00410 34 6 27 11
Wyoming...ccccceaiaeiaaaan 00460 30 1 9 7
Total . o e e aaean 265 26 123 58
REGION IX
Alaska. o o ecaeeeaan 00430 17 1 10 1
ArIZONA . o o e eeeeeeaeaa 00030 50 11 42 )
California:
Los Angeles. oo evaceeaana. 00040 201 18 306 40
Qakland._ ... ... 00041 225 11 187 50
Oregon. - v oo eaaaa - 00350 91 2 56 27
Washington:
Portland, Oreo oo oo .. 00350 2 e 2 1
Seattle . oo el 00430 103 15 73 21
Total . e 785 58 676 155
Grand total ... ... 6, 258 607 2,609 1, 693
Canada®. . ieeeecanmann 00180 7
00301 5
00306 3
00210 9
00320 11
00250 9
00430 8
Totala . e eeeemceecaececacna 52

! Serviced by Sioux City, Iowa.

1 These hospitals previously included in totals for cach State and grand total.
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Acina Life and Casualty

Number of providers
Number Hospitals c8t ECF's (ol 2} HBA"S

REGION I
Connecticut: Hartford.... 51070 10 ........ p S 9
Massachusotta:
Hartford..oeveur-n-. 51070 1 1 1 | S
Worcestor.eeeeee... 51220 14 ........ )
REGION II
New York:
New Yorkeoeueeuo..n 51330 weereiveneneannn |
Hartford. ....n..... 51070 7 1 6 | R
Totaleseeeeennecenconnns 7 1 7 )
fis S e e S e e e e e o e e et e e e s e -
REGION III
Virginia: Newport Nows.. 51490 S e rcrcnaaaae.
Pennsylvania: Hartford.. 51070 ........ | R, ) R
Totaleeeeomeenncacan.-.- 3 ) ) I
REGION 1V
Florida:
Clearwatore.eeeeneee 81100 ooeeneennnnnn.-. ) K[| R
artford........... 81070 ........ | R, ) R,
Tennessee: Nashville..... 51440 T oeeaeee. | R 1
Totaleen e meccccennnn 7 1 136 1 1
-
REGION V
Indiana: Peoria......... 51140 ..o K
Illinois:
Peorieene. oo, B1140 .. ............ 112 e
Hartford. .. ........ 51070 ........ | [ | R
Michigan: Hartford..... 61070 ........ ) S | S
Ohio: Hartford.......... 81070 _...... | R )
Wisconsin: :
Hartford. o vooon.... 51070 ........ | [, ) R
Peoriteaeeeeenaaa.. .. B1140 ... ) RN
Totale e e e oo 4 116 4 .......
REGION VI
Towa: Peoria._..._...... 51140 _ oo | S
Missourl: Hartford...... 51070 ........ ' p R
Minnesota: Peoria._..... 51140 . ... .. ..... ) [
Nebraska: Peoria........ 51140 oo |
North Dakota: Peoria... 51140 .. ... _..... R
South Dakota: Pcoria.... 51140 ... .. .. ........ ) SR
Y 17 P 2 10 p

See footnote at end of table, p. 268,
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Aetna Life and Casualty—Continued

Number of providers
Number Hospitals (o] . 1] ECF"s C8¢ HHA's
REGION VII
Texas: Hartford......... 51070 ..___._. ) ) I
REGION VIII
Colorado: lartford...... 51070 ........ ) R ) R,
REGION IX
California;:
o8 Angeles......... 51050 17 ... 4] ... 1
Hartford. . ......... 51070 ..._... K S S
Nevada: Reno........... 51290 21 ... 18 oeea... 3
Washington:
Seattle. .o .. 51500 14 e 1
Hartford_....... _. 61070 _....... ) R |
Oregon: Hartford........ 51070 __.___.. } RN ) R
Total .o 52 5 54 b 5
Grand total... ... _..._... 04 17 327 17 15
1 Christlan Sclence.
The Travelers Insurance Co.
Number of providers
Number Hospitals ECF's HHA's
REGION I
Connecticut:
Hartford. - o oo 50070 8 7 11
NewHaven..o...covoeomceecaaan. 50072 2 128 2
MaIne. e e 50200 1 10 comee. ..
Massachusetts. . ..o, 50221 2 40 ...
New Hampshire and Vermont ._.._._._._. 80390 1 15 1
RhodeIsland. ... oo . 50410 __...... 16 ........
Total. o o et ccecicee e 14 222 14
REGION II )
New York:
Scheneetady . . ... ... oo ..._. 50330 2 2 ..
New York. o oo . 50331 1 4 ...
Albany._ ... ..... 50332 1 2 ..
Garden City... . . .o o . .. ___. 50333 34 120 ...
Syracuse. oo e 50334 1 ) R
Total . e 39 138 .. ......

36-719 0—70——18
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The Travelers Insurance Co.—Continued

Number of providers
Number Hospitals ECF's HHA's
REGION III
Pennsylvania:
PSR 60390 2 [ SR
Plttsburgh .......................... 60301 _....... 18 _.......
Reading. oo cv e 50392 1 20 ........
Philadelphia. . ... ... ... 50393 ........ 14 1
TOAl. v e e eeeec e ————— 3 64 1
REGION IV
Florida:
Jacksonville. oo oL 50100 K
Miami_ oo 50101 2 ... 1
TampA. e aaas 650102 ' 2
GeOrgiBe e e e e ereececaccccencaaaaann 650110 13 89 —...-...
Total. o e e e em—am————— 20 59 1
REGION V
Michigan:
Detroit . v oo cee e 50230 7 67 -
Grand Rapids._ .. .. .. ... ... 50231 3 40 . .....
Tothl. v veo e e 10 107 ceee....
REGION VI
Minnesota:
Rochester. oo ocereommee e ccaeeceaaen 50240 3 1 2
Minneapolis. - o o - o cceeeioa . 50241 .._..... 60 ...
Total. oo oo ceece—————- 3 61 2
REGION VII
New MeXie0. o oo oo ieiiceeececcana 50320 ........ 8 ...
Ot o e ee et et e ccm e ———- 8 ...
REGION IX
California:
Long Beach. . .. ... . ... _.... 50050 S
Los Angeles. o cvooom L 50051 14 9 1
Pomong. ... eimeaaan 50052 P I
San Francisco. v o ovooeeo oo 50053 2 |
Total. oo e 23 10 1
112 669 19
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-------------------------------

Mutual of Omaha
N@hber of providers
Number Hosplials ECF's  HHA's
REGION III
Distriet of Columbia ..o ... 52280 3 )
enbuekY oo 52280 ........ 27 ...
Maryland .............................. 52280 3 37 1
Virginia_ .. ... 52280 1 2 ...
Virgin Islands. ... ... ... ... ...... 52280 i S 1
West Virginia. ..o oo oemeneeeaa... 52280 ........ 13 1
4 N 12 80 3
REGION 1V
Alabama. .. ... 52280 2 42 1
Mississippi.. - oo 52280 _.___.._. 18 ...
Total. e e 2 60 1
REGION V
Wiseonsin. oo 52280 ........ 39 ...
REGION VI
| (0] 7 T NN 652280 ........ L ¥
Kansas. .o .o 52280 . oo cceaaeeee
Minnesota. .. oo e 52280 ........ 4 ...
Missouri. ... oo 52280 ........ 20 oo
Nebraska. ool 52280 4 18 2
South Dakota... .. ... _.. 62280 ........ 10 ....._..
Totala e e eeeeeeaa 4 95 2
REGION VII
Oklahoma. . ..o e 652280 ........ 23 1
g 3. TN 52280 ........ 106 .....__.
Total . e e cm— e 219 2
REGION VIII
Colorado. - - oo oo e 52280 ... _..... 42 __._.._.
Idaho. oo 52280 _.._.__. 20 ...
Montana. ... 52280 __.____. 11 1
Wyoming. ...t e 52280 _....... | R,
Total. ..o e e 74 1
REGION IX
California. - o 52280 1 338 1
Oregon - - - - e oo 52280 ______.. 32 ...
Washington. ... . ... . ... 52280 ........ 83 ccee..
Total . oot e 1 453 1
Grand total 19 1,020 10
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Kaiser Foundation Health Plan, Ine.

Number of providers
Number Hospitals  ECF's HHA’s

REGION IX
Callfornife e v eee e ceeeeiaan 19050 17 1 2
PN | PR 19050 |
Oregon. o e ceccme e 19050 ) R, 1
Total. v e e r—mm e ee- 19 1 3
Hawaii Medical Services Association
Number of providers
Number Hospitals ECF’s NHA'S
REGION IX
Hawaii. oot cecicacaaen 17120 27 15 4
LTy ) DT 17120 1 1 1
Total. oo e 28 16 b
Community Health Association
Number of providers
Number Hospitals ECF's HIilA's
REGION V
Michigan. ..o 21230 1 ) S
The Prudential Insurance Co. of America
Number of providers
Number Hospitals ECF's HHA's
REGION 11
New Jersey . oo eveeme e ceecceacaan- 63310 33 53 36

Nationwide Mutual Insurance Co.

Number of providers
Number Hospitals ECF's HHA's

REGION V
Ohio. e n e 56360 8 70 24
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New York State Depariment of Health

Number of providers
Number Hospitals ECF's HHA's

REGION II
New York.. oo vcecmccmccae- 20330 .. eeiieaeaas 60

Inter County Hospitalization Plan, Inc.

Number of providers
Number Hospitals ECF's HHA's

REGION III

Pennsylvania . o oo oo 18390 52 15 7
Cooperativa de Salud de Puerto Rico
Number of providers
Number Hospitals ECF’s HHA's
REGION III
Puerto Rico. - oo 22400 8 ) R
Social Security Administration
Number of providers
Number Hospitals  Federal ECF's HHA's
REGION I
Connecticut. ..cvoeeeoee e o.. 09990 ........ .
Maine. ..o eaaaas 09990 ..___... S
Massachusetts. . . ... .ono... 090990 _....... 10 oo
New Hampshire. ... ._._._. 99990 ........ RPN
Rhode Island. . ... .. ... .... 99990 5 2 |
Vermont. ..o v 099990 __ .. ... ) S,
Total. oot e 5 22 |
REGION II
Delaware_ . .o oo .. 99990 _._. ... 2 e
New Jersey. - oo 99990 _._.._._. 5 ) R
New York__ ... ... 99990 54 16 7 156
Total. v e 54 23 8 15
REGION III
District of Columbia ... .._..... 99990 1 p S
Kentueky .. .o .. 099990 ... ... |
Maryland . _ . . _ . ... ..... 99990 __...... |
Pennsylvania. .. ... . ... 99990 4 13 ... 46
Puerto Ricoa .o oo ... 99990 68 1 2 ..
Virginia_ . ... 99990 1 11 ... 129
West Virginia. ... ... ... ...... 99990 1 5 .. 1
Total.....-------------.-_--_---:. 75 49 2 l__’l_'g
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Social Security Administration—Continued

Number of providers
Number Hospitals  Foderal ECF's HHA's
REGION 1V
Alabama. .. ooe e 09990 _______. ! 42
Florida.. .. ...... e 99990 2 13 1 e
Georgia. - oo 99900 5 | N
Mississid)pi ...................... 99990 2 ;S
North Carolina. .. oo eeeeenno.. 09000 __...... 9 1 1
South Carolina. ... oo, 99990 1 T e
Tennesser. oo oececcaneenann 09990 .___.._. Y
Total. - o e eeeaes 10 65 2 43
REGION V
Ilinois. - v ool 099990 3 9 4 ___....
Indiana. . oo ao.. 99990 1 6 1 1
Michigan. . ... ... ... 99990 4 11 | .
(011 T OO 99990 29 8 2 1
Wisconsin.. - - - oo eenaas 99990 3 3 1 1
Total . et 40 37 9 3
REGION VI
Iowa....... e mmememmeaceen———- 09990 _______. N
Kansas. ... v .coeeeeceeecaae. 99990 2 8 2 ...
Minnesota.. ... 99990 13 2 2 ..
Missouri ... oL 99990 2 8 3 1
Nebraska_ ... _.._.. 09990 _____... S
North Dakota. . .. _o._. ... 99990 _______. K S
South Dakota._............___. 99990 | R
Total. o ol 18 34 7 1
/' REGION VII
Arkansas. .. .o, 99990 1 [ S, 69
Louisioan@. .o oo, 099990 _..__.__ 8 .. 14
New Mexico_ oo oo 99990 1 ) § S
Oklahoma. - oo 099990 _.____._. 12 e eae
() ¢ 1. OO 99990 2 32 ) R,
Total. o oo eeee e e 4 68 1 83
REGION VIII
Colorado. - - oo 00990 _______. ¢ I,
111 14 S 999680 ______._. 2 e
Montana. __ ... o ... 99990 1 Y A
tah . . 09990 2 | RSO
Wyoming..._._ ... ... ..... 99990 _.__._.. F S
Total. .. e 3 19 s
REGION IX
Alaska . ... 99990 4 12 e
Arizona. . ... ... 99990 2 17 p 2
California. ... . ..o ___._. 99990 17 35 5 1
Hawaii. . oo ... 99990 _.____.__ 1 I
Nevada.._ ... .o . ..... ceee 99900 _______. SN
Oregon. - o cce e eieeeaaan 99990 ________ 8 e
Washington_ ... _____._________... 99990 5 13 ... 1
Totala e eeceeaaa 28 85 8 2
Grand total 237 402 38 323

......................
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APPENDIX G.—INTERMEDIARY OPERATIONS: SELECTED WORKLOAD AND COST DATA,
JANUARY-MARCH 1969

Processing time,
average number of

Workload performance indicators days between date
forward to interest

Workload distributions
Percent and date approved  Blllsrev.ewed hy 88A
Percent of receipts by type of bill Percent roquest for payment

ofbills  addis ~—————— Peorcent

Percont of In. Out- Ratioof  Weeks pend tional In- Out. returned

national  patient patient clearance workon over devel-  patient patient beca:lse

Intermediary receipts  hospital hospital ECF HHA toreceipts hand days opment bills bills Number  of ervor

Total, all regions.. 1000 421 410 7.8 83 99.0 1.2 129 9.0 121 254 2 650, 353 5.2

Los Angeles, Calif.,, B/C.. 55 383 39.0 108 102 1020 1.0 210 81 128 280 124, 361 56

Chicago, Ill, B/C_.._._. 50 458 46.6 1.2 6.3 103.3 2.2 207 128 237 416 136, 877 6.7

New York, N.Y. B/C... 49 36.3 50.8 11 5.7 96. 1 1.4 9.2 130 7.2 20.4 147, 099 2.6

Oakland, Calif., f}/C ..... 43 311 516 6.6 103 85. 1 1.4 242 7.3 1562 26.2 112, 009 9.4

Michigan, B/C.......... 38 348 590 1.2 48 107.8 1.9 9.2 6.1 13.2 604 100, 948 1.9

Texas, B/C............. 3.8 632 206 2.9 7.2 100.1 1.1 19.3 7.9 1.9 258 135, 251 8.6

Florida, B/C............ 3.8 470 422 2.3 82 1010 .9 5 0 6 2 8.7 14.6 112, 030 3.1

Massachusetts, B/C. ... 35 259 5256 5.7 15.8 96. 4 .9 82 3.7 1.4 243 112, 596 5.9

Pittsburgh, Pa., B/C.._. 2.7 324 552 4.6 7.5 99. 6 T 9.9 1L8 84 1565 69, 430 2.0

Indiana, B/C.......__.. 2.4 40.7 48.6 6.3 4.2 93. 8 1.5 437 8.7 9.3 39.3 63, 366 2.4

St. Louis, Mo, B/C.__... 2.2 436 44.3 3.2 87 96. 7 .9 9.4 1.9 147 19.2 52, 9027 11. 2

Wisconsin, B/C. ..._.... 22 458 317 46 113 99. 7 1.0 124 127 100 19.4 61, 276 3.3

Minnesota, B/C......... 20 515 353 4.2 7.9 1015 .9 83 159 87 2064 39, 104 1.6

New Jersey, B/C....._.. 1.8 47.0 41.3 6.7 49 10L5 .8 43 14.1 9.7 257 47, 328 47

North Carollna, B/C.... 1.7 521 413 4.4 1.7 1054 1.4 243 11.8 240 359 35, 624 4.7

Pennsylvania, Inter-

county ... _...... 1.7 201 680 1.3 1.6 102.4 3.8 44 6.1 7.5 46.1 45, 311 4.3
Social Security Admin-

istration_ .. ___...... 1.6 50.5 22,6 29 171 95. 4 26 149 23 384 30.2 25, 032 7.3

Kentucky, B/C......... 1.6 51.2 383 2.5 7.4 97.3 .8 9.6 107 10.4 17.9 42,190 1.5

New Jersey, Prudential.. . 1.3 246 258 186 30.5 97.9 .5 1.1 114 6.4 112 29, 323 2.9

Des Moines, Iowa, B/C.. 1.3 56.1 307 4.2 7.9 96. 7 .9 89 131 9.5 207 28, 606 56



APPENDIX G.—INTERMEDIARY OPERATIONS: SELECTED WORKLOAD AND COST DATA,
JANUARY-MARCH 1969—Continued

Processing time,
average number of

Workload performance indicators days between date
forward to interest

Workload distributions
Percent and date approved  Bllls reviewed by 88A

Percent of receipts by type of bill Percent  request for payment
of bills addfe ———————— Percent
Percent of In- Out- Ratioof  Weeks pendtgs tional In- Out- returned
national pationt  pationt clearance workon over devel- patient patient because
Intermediary receipts hospital hospital ECF  HHA toreceipts hand days opment ] bills Number  of error
Cleveland, Ohio, B/C. ... 1.3 37.2 509 7.8 4.1 07. 4 1.0 17.8 9.0 11.3 29.7 38, 294 2.6
Seattle, Wash,, h/C ..... 1.2 481 32,9 84 10.3 04, 7 1.7 106 122 1.7 427 28, 343 58
Chattanooga, Tenn., B/C. 1.2 545 331 8.1 3.8 09. 9 .6 151 8.4 86 150 34, 654 1.8
'I‘oFcka, Kans,, B/C. ... 1.1 588 312 40 3.8 100.5 .9 233 176 138 159 28, 547 48
Colorado, B/C.......... L1 49.0 381 5.1 7.1 97.6 1.6 3.3 9.3 158 36,0 30, 398 4.4
Oklahoma, B/C......... 1.1 633 238 29 100 76. 4 .8 22,6 30 1L9 2L2 16, 580 7.1
Alabama, B/C_......... 1.1 627 318 3.3 2.1 101. 1 .4 5.1 48 8.2 158 26, 783 6.1
Cincinnati, Ohio, B/C.._. 1.1 344 487 55 10.8 100.5 A Y A 46 156 353 25, 486 4.6
Baltimore, Md,, B/C..... 1.0 355 56.9 2.9 40 97.7 .9 55 37 109 221 38, 222 10.9
Columbus, Ga., B/C..... 1.0 529 387 3.1 4 8 99. 4 .6 2.7 88 9.8 209 24, 696 3.7
Oregon, B/C__.__ ... .. .9 490.8 30.6 83 1.1 08. 6 1.0 .8 9.0 9.2 1.5 21, 084 2.7
Connecticut, B/C_____.. .9 381 39.6 1.6 19.2 1030 .6 9.0 4.5 6.8 14.3 24, 218 4.3
Baton Rouge, La., B/C.. .9 546 36.1 3.2 44 10L1 L9 122 47 12.6 19.6 19, 167 3.3
Richmond, Va., B/C..... .8 547 312 7.0 1.0 96. 2 .5 1.9 6.8 122 232 22, 998 9.4
Harrisburg, Pa., B/C... .8 358 480 49 110 08. 2 1.2 6.0 10.0 7.0 257 25, 489 1.9
New York, Travelers. ... .8 338 103 46.9 0 98. 3 .2 6 3 5.1 6.6 221 12, 458 31.3
Arizona, B/C_... . .. __. .8 428 37.8 6.9 119 99. 6 .4 0 6.9 88 160 18, 821 20
Philadelphia, Pa., B/C... .8 27.3 511 8.3 131 097.9 .9 106 129 58 234 21, 785 3.5
Arkansas, B/C__._.__._. .8 683 260 41 1.3 98. 8 .2 9.1 7.1 7.3 114 15, 207 6.3
.8 734 183 2.1 48 97.7 L7 1.9 156 141 232 15, 608 3.7

Mississippi, B/C. . ......
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Columbus, Ohio, B/C....
Buffalo, N. Y., I;/ ......
Kansas City, Mo., B/C..
Rhode Island, B/C_.__ .

Wilkes-Barre, Pa., B/C..
Atlanta, Ga., B/C

Nebraska, B/C..........
Syracuse, N.Y,, B/C.....
Maine, ﬁ/C ............

Albany, N.Y,, B/C_.___.
Rochester, N.Y., B/C_..
California, Mutual___...
New Orleans, La,, B/C...
Toledo, Ohio, B/C

Charleston, W. Va., B/C.
Ohio, Nationwide__..._.
Florida, Aetna_._.._....
Utah, B/C.____..__._..
New Hampshire, B/C....

Memphis, Tenn, B/C_. ..
Connecticut, Travelers.._
Youngstown, Ohio, B/C..
Utica, N.Y,, B/C_____..
New Mexico, B/C.......

Montana, B/C..........
Idaho, BiC .............
Sioux City, Iowa, B/C. ..
Wheeling W.Va., B/C...
New York Department

of Health. . _._.__.

See footnotes at end of table, p. 279.
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APPENDIX G.—INTERMEDIARY OPERATIONS: SELECTED WORKLOAD AND COST DATA,
JANUARY-MARCH 1969—Continued

Processing time
average number of

Workload performance indicators days hetween date
forward to Interest

Workload distributions
Percent and date approved  DBilis reviewed by SSA
Percent of receipts by type of bill Percent  roquest for payment
of bills addls — e Percont
Percent of In- Out. Ratiool  Weeks pendl% tional In- Out. returned
national tlent  patient clearance work on over devel- patient  patient because
Intermediary receipts hospital hospital ECF  HHA toreccipts hand days opmeat biils bills Number  of error
Massachusetts, Aetna.... .3 B5L7 47.9 .1 0 101. 2 .2 42 4.3 7.3 103 9, 240 1.4
So_uth Dakota, B/C...... .3 654 242 1.9 8.2 101.4 . d 0.4 85 m @) " ®)
Illinojs, Aetna_ . _....... 3 0 48 934 O 99. 3 .2 13 52 () 186 668 2.5
Texas, Mutual___....... .3 ® 2.7 783 17.0 94. 5 3.6 181 150 U] ") ") *)
North Dakota, B/C..... .3 739 199 3.1 2.9 96. 4 1.1 30 124 6.1 180 4,022 50
Rqan_oke, Va., B/C....... .3 57.8 30.7 9.7 0 100. 3 .6 10.6 80 133 148 7, 868 49
Michigan, Travelers.. ... .3 156 65 7.3 0 102. 4 33 358 6.0 8.0 226 4, 466 21.8
District of Columbia,

o .3 422 468 L4 75 1050 1.1 83 1.2 9.2 129 12, 107 6.4
Delaware, B/C.......... .3 255 4900 57 156  96.7 7 122 95 186 135 8,917 41
Vermont, B/C.......... .3 317 485 .3 133 1027 1.8 30.2 138 U] O] ¢) ®
Hawaii, Hawali

Medical......_.._.._. .2 387 415 10.9 6.1 99. 8 1.0 205 7.0 126 231 7,172 4.5
California, Aetna._...._. .2 510 286 160 1.3 90.4 .8 0 88 7.6 182 3,491 1.9
Allentown Pa,, B/C..... .2 30.56 458 43 17.9 99.0 .3 2.1 2.4 2.6 7.7 8, 557 2.3
California, Travelers..... .2 422 207 338 25 100.8 .4 5 2 4.3 6.5 143 4, 874 12. 4
Canton, Ohio, B/C...... .2 411 44.3 30 103 98. 2 1.2 8.4 6.2 1.3 27.5 7, 851 0.8
Puerto Rico, B/C....... .2 588 204 .4 204 04. 7 1.6 452 54 253 923 4,073 17.9
Nevada, Aetna......_.. .2 425 37.4 7.6 8.5 48. 6 .4 3.3 9.5 6.6 19.4 2, 818 1.2
Massachusetts, Travelers. .2 89 158 1714 0 99. 9 .2 0 3.6 57 153 5, 233 16.0
Pennsylvania, Travelers. .2 6.9 83 784 1.5 100.0 .4 30,4 51 3.6 156 2, 551 15. 2
Lima, Ohio, QIC ........ .2 522 420 2.4 34 101.2 .5 81 7.3 59 116 4, 187 3.0

9.2



Maryland, Mutual___.__
Wyoming, B/C. . ._._._.
Connecticut, Actna.... ..
Washington, Aetna....._.
Kansas City, Kans,, B/C.

California, Kaiser__.._..
Georgia, Travelers— .. ..
Washington, Mutual. ...
District of éoltxmbia,
Mutual._.____.___.__
Nebraska, Mutual.._....

Tennessee, Aetia_ . ...
Rockford, Ill., B/C......
Minnesota, Travelers. ...
Parkersburg, W, Va.,
BIC.. s
Virginia-Distriot of
olumbia, B/C.......

Bluefield, W. Va., B/C...
Jamestown, N.Y., B/C...
Puorto Rico, Coop.-....
Kentucky, Mutual.._...
Virginia, Aetna—-.___2_-

Alabama, Mutual_..._..
Whatertown, N.Y., B/C...
Towa, Mutual...........
Maine, Travelers........
Maryland-District of
Columbia, B/C.......

Oregon, Mutual.....__..
Missouri, Mutual_._.__.
Coloradn, Mutual.......
New Hampshire,
Travelers. . . ...__....
Blucfield, Virginia, B/C_.

See footnotes at end of table, p. 279,
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APPENDIX G.—INTERMEDIARY OPERATIONS: SELECTED WORKLOAD AND COST DATA,
JANUARY-MARCH 1969—Continued

Processing thme,
nvem‘ie number of

Workload performance indicztors days between date
Workload distributions forward to intercst
Percent  and date approved  Bills reviewed by SSA

Percent of receipts by type of bill fercont  request for payment

of bills addies — e Percent

Percont of In- Out- Ratloof  Wecks pendl% tions! in- Out. returned

natlonal patient  patient cleuineo work on  over dovel- patient  patient because

Intermediary recolpts hospital hospital ECF  HHA toreceipts hand days opment bills bills Number  of error

Rhode Island,

Travelers. .. ......... @ 0 0 100. 0 0 100. 0 0 0 6.8 (¢ ) 162 24,1
Oklahoma, Mutual...... @ 0 6.0 940 O 01,0 38 158 10.7 (* ) “ %)
Mississippi, Mutual...._. 0 0 0 100.0 0 06. 1 3.6 147 16.3 (‘g ) ) V)]
Wisconsin, Mutual...... ¢ 0 30 929 0 103. 0 36 17.¢6 168 g () V) 0]
Florida, T,ravelcrs ....... @ 59.5 16.9 21 215 96.7 1.3 6.4 167 131 36.4 1, 101 211
Portland, Wash., B/C... ® 5675 205 4.3 88 1006 1.4 1.5 80 ) ) (W) Q)
Virginia, Mutual_._..._. ® 351 257 37.6 1.1 80. 1 3.7 14.4 107 Q) () " (';
New York, Aetna....... @ 27.7 2.6 69.7 0 100. 1 *) 0 5.5 () ) " (
Idaho, Mutual.......... ¢ 0 2.2 06.0 0 89.7 3.8 12.9 20.1 0} %‘) 0] (';
Oregon, Kaiser......._.. ¢ 63.2 1.8 1.9 23.1 00.8 .1 333 3.9 " Y] ] ¢
Chattanooga, Ga., B/C.. * 49.1 29.3 2.5 0 100.6 .3 13.2 1.6 () ('; " J
Montana, Mutual...._.. ('; 0 6.9 823 10.3 97.1 4.1 20.9 15.7 '; ( 0] (
Alaska, B/C............ ¢ 74.0 12,9 6.7 6.3 1100 .4 25.0 10.2 ¢ " Q) ¢
CS,Aetna. ..o ‘; 80.9 0 10. 1 0 100. 2 0 0 8.8 (") Q) (") Q)
West Virginia, Mutual. .. @ 0 .7 98.2 0 100. 2 3.6 27.6 162 (O] " 0] Q]
New Mexico, Travelers. . ® 0 0 1000 0 100.0 0 0 4.2 ® *) 112 36. 6
Virgin Islan(fs, Mutual. .. ® 43.3 17.8 0 38.6 72.6 55 24.3 51 ) (") " 1
Vermont, Travelers...__. ®» o 0 9.9 0 99. 7 3 0 4.6 ¢ ") ") 1)
South Dakota, Mutual._. ¢ o 1.4 083 0 109.5 3.1 2066 12.3 (¢ ®) " 9]
TIowa, Aetna. ... ... ®) 0 57 9043 0 91. 5 3.0 9.1 204 M " U] "



Michigan, Commissioner,

Healtho.. . ....oo... 81.6 0 19. 2 0 1156 21 923 49 183 528 341 3.9
Minnesota, Mutual...... ) 0 0 100. 0 702 6.7 223 30.6 (1) ] ( ¢
Indiana, Aetna.._....... (‘; 0 41 959 0 362 103 480 155 ('; () ( Y
Hawaif, Kniser.......... ® 963 0 0 0 100.5 .2 333 26 ¢ M (t [C
North Dakota, Actna.._.. U] 0 71 929 0 8.5 34 287 240 U] U] (1 ¢
Wisconsin, Aetn........ ('} 0 7.8 9022 0 79.2 43 188 197 M M Y (1
Nebraska, Aetna........ " 0 0 100. 0 0 942 28 500 274 M (1) ( (
Minnesota, Aetna....... ¥ 0 0 100. 0 0 80.6 328 286 242 () (" (M ('
South Dukota, Actna.... ('; 0 0 100. 0 0 69.4 7.3 382 1017 ('; (" ('; ¢
Kansas, Mutual......... @ 0 0 100. 0 0 733 1.4 46.4 522 ¢ " U ¢

¢ Individual State data are not avallable. Data included in the State where the home

8 Individual State data are 1ot available. Dats included in the State whero the home
offive Is located

office is located. (8ee enclosure.)
1 This intermediary office does not process inpatient or ou!gauenl hospital bills, Bills 1 Less than 0.05 weeks work on hand.
bills, ¢ T his Interinediary offico does not ﬁroeou inpatient or outpatient hospital bills.

shown {n the outpatient bill column represent outpatient EC
s Less than 0,05 percent. ! fudividual State data are niot available. Data included in Aetna at Peoris, LIk



270

Social Security Administration—Continued

Number of providers
Number Hospitals  Federal ECF's HHA's
REGION 1V
Alabama. . oo, 99000 .. ._.... 0 e 42
Florlda. .« ccee e 99990 2 13 1l ceeeaa.s
Georgia. - cocnecenaaacicaanaa. 99990 b 14 ...
Miasiasidlpi ...................... 99990 2 ;I
North Carolina. - e oo ... 99990 ... ... 9 1 1
South Caroling.. -cocucoumacaon.. 99990 1 T e eeeeaaaaa
Tennessee. .. ..-veceeeecnacaaas 99990 ........ A
Total. v e ecccceccenan 10 65 2 43
REGION V )
) (1171, 90090 3 9 4 .......
(1 LTY Y SO 99990 1 6 1 1
Michigan. ... ... 99990 4 11 1 e
L I 99990 29 8 2 1
Wisconsin. - o ovomeeeaeeeo . 99990 3 3 1 1
Total. oo eeceeaeenn 40 37 9 3
REGION VI
) (37 S 00090 ___.____ E
Kansas... . .coooimcaaaoae. 99900 2 8 2 e
Minnesota. ... oo 99900 13 2 2 ...
Missouri. oo, 99990 2 8 3 1
ebraska.. ... .. . ... __... 99900 _._.._... N
North Dakota...ccoeoeoeo ... 099090 ___.._._. K SN
South Dakot8......occuceuono-.. 99990 1 s
Total. c e cccecieaee 18 34 7 1
REGION VII
Arkansas. .. ouoeoent ceeceeeaoa. 09990 1 [ S 69
Louisiana. cue oo 990990 ........ . 14
New Megio0aa o uecacneeoo 99990 1 ) |
Oklahoma . v e e oo 99000 __.._... 12 e
2 {1 S 99990 2 32 )
Total e oo { 68 1 83
REGION VIII
Colorado. ..o o 99000 ........ [
) (7T S 90990 _....... R
Montana. . ..ocueencemeacnnn-. 99990 1 Y (S
L1 S 99990 2 )
Wyoming....ue oo 99990 ........ F
ot e oo ee oo ccmaan 3 19 eeemeeaae
REGION IX -
| SN 99990 4 ) 1
Arisona. ... 99990 2 17 p R
California. ..o ovveeecaeanes 99990 17 35 ) 1
Hawall. oo oo eceeaeaas 99990 ...._._. 1 ) R
Nevada. oo 09990 _...._.. 4 e
(7 00) ¢ D - 99990 ........ . U
Washington.....ooeceeooeonooaa. 909090 b 13 et 1
Y 37 28 85 8 2
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APPENDIX G.—INTERMEDIARY OPERATIONS: SELECTED WORKLOAD A.

JANUARY-MARCH 1969

Processi
: average ni
Workload performance indicators days becw
Workload distributions ro?zgeu
— an
Peroent of receipte by type of bill Pe‘rgo‘{xt m.‘:l:l‘- for
ot dlearancs pationt
Intermediary g::plm HHA toreceipts bills
Total, all regions.... 41,0 7.8 83 99.0 .12 1229 0.0 121
Los Angeles, Calif.,, B/C.. 88 80.0 10.8 102 1020 1.0 21,0 81 12.8
Chicago, Ill,, B/C....... 5.0 46,6 1.2 63 103.3 2.2 20.7 128 237
New York, N.Y., B/O._- 49 56. 8 1.1 5.7 06.1 1.4 92 130 7
Oakland, o b/ ..... 43 51,6 6.6 10.83 851 1.4 242 7.3 152
Miohlga.n, B/C .......... 3.8 59.0 1.2 48 107.8 .9 92 61 132
Texas, B C ............. 3.8 266 29 7.2 1001 1.1 193 7.9 179
Florida, B/C......__.- 3.8 422 23 82 10.0 .9 50 62 87
Mmoimsem, ..... 3.5 525 57 158 964 .0 82 3.7 114
Pittsburgh, Pa., /0.--- 2.7 85,2 4.6 7.5 00.6 .7 9.9 1.8 84
Indiana, B/C ........... 2.4 486 63 42 03.8 1.5 43.7 87 9.3
8t. Louis, Mo, B/C ...... 2.2 4.3 82 87T 967 .0 0.4 11,9 147
Wiuconsin, B ......... - 2.2 37.7 ' 4.6 1.3 99.7 1.0 124 127 100
inneaota, ......... 2.0 3.3 42 7.9 101.8 .9 83 159 87
New Jeraoy ........ 1.8 41.3 67 49 10.35 .5 43 141 9.7
North Carohna, BIG.D 17 4.3 44 17 1054 14 243 1.8 240
Pennsylvania, Inter-
............... 1.7 68. 0 1.3 1.6 102. 4 3.8 4.4 7.5
Soclal Seourity Admin-
fstration. . covvcenen.. 1.6 22.6 29 17.1 9054 256 149 38. 4
Kentucky, B/C......... 1.6 38. 3 2.8 7.4 97.3 .8 9.6 10. 4
New Jersey, rudential... 1.3 25.8 18,6 30.5 97.9 .5 1.1 6 4
Des Moines, Iowa, B/C.. 1.3 30.7 42 179 067 .9 89 9.5



ARY OPERATIONS: SELECTED WORKLOAD AND COST DATA,
JANUARY-MARCH 1969

Prooessing time,
Workload performsnoe lndiw.m 3' o numb;r‘{;(
(4 ays between date
distributions forward to interest
- Percont and date approved  Biils reviewed by 88A
reoceipts by type of bill Percent request for payment
ofbllls  addi. Percent
Oout. Ratioof Weeks pend tional In- Out. returned

clearance work on over devel- fent fent
lmbma wbllb

atient
ospital EOF¥ HHA toreceipts hand days opment Number  of error

4.0 7.8 83 9.0 1.2 129 9.0 12.1 254 2,660,353 5.2
3.0 108 10.2 1020 1.0 2.0 81 128 280 124, 361 5.6
4.6 1.2 63 10383 2.2 207 128 237 416 136, 877 5.7
6.8 1.1 67 961 1.4 02 130 7.2 204 147, 009 2.6
5.6 66 103 8.1 14 242-73 152 262 112, 009 0.4
y. 0 1.2 48 107.8 1.9 92 61 13.2 604 100, 948 1.9
«6 29 72 1001 11 103 7.9 179 258 135, 251 85
422 23 82 10.0 .9 650 62 87 146 112, 030 31
625 687 158 964 .9 82 37 11.4 243 112, 506 89
66,2 46 7.5 99.6 7 99 1.8 84 155 69, 430 20
““6 638 42 038 185 437 87 9.3 393 63, 365 24
‘43 32 87 9067 .9 0.4 119 147 102 52,027 11.2
o7 46 113 907 10 124 127 100 10.4 61, 276 3.3
3.3 42 7.9 1015 .9 83 169 87 264 30, 104 1.6
413 67 49 1015 5 43 141 97 2.7 47, 328 4.7
4.3 44 1.7 105 1.4 243 11.8 240 359 35, 624 47
-6860 1.3 L6 1024 38 44 61 7.5 461 45, 311 4.3
226 29 171 954 25 149 23 384 302 26, 032 7.3
383 285 74 013 .8 96 107 104 17.9 42, 190 1.5
«.8 186 30.5 979 5§ L1 11.4 6.4 112 20, 323 2.9
77 42 7.9 967 9 89 131 95 20 28, 606 5.6



APPENDIX G.—INTERMEDIARY OPERATIONS: SELECTED WORKLOAD AN

JANUARY-MARCH 1969—Continued

vProceuh
6 N

Workload performance indicators days v:l

Workload distributions orward to

Percent and datea

Percent of receipts by type of bill Percent request for p

of bills addi-

Peroent of In- Out. Ratioof  Weeks pendlgs tional In.
national Kment 'pomnt clearance workon over devel- patient
Intermediary reoceipts hoepital hospital ECF HHA toreceipts hand days opment bills
Cleveland, Ohio, B/C.... 1.3 37.2 509 7.8 41 07. 4 1.0 17.8 9.0 1.3
Seattle, Waah. h/ ..... 1.2 481 329 8.4 103 04. 7 1.7 106 122 1.7
Chattanoogs, Tenn, B/C. 1.2 545 331 81 38 90.9 .5 151 84 86
TgPeka Kans., B/C..... 1.1 588 312 46 38 100.56 .9 233 17.6 13.8
Colorado, B/C.. ...~ - .- 1.1 40.0 381 61 71 976 1.6 33 0.3 158
Oklahoma, B/C......... 1.1 633 238 29 100 76. 4 .8 22,6 30 1.9
Alabama, h/ .......... 1.1 627 318 3.3 2.1 1011 .4 6. 1 48 82
Cinoinnati, Ohio, B/C.... 1.1 344 487 66 10.8 100.5 111 46 156
Baltimore, Md,, B/C..... 1.0 355 6569 2.9 40 087.7 .9 55 3.7 10.9
Columbus, Ga., B/C..... 1.0 529 387 31 48 99. 4 .0 2.7 88 9.8
Oregon, B/C............ .9 40.8 306 83 111 08. 6 1.0 .5 90 9 2
Connecticut, B/C....... .9 381 39.6 1.6 19.2 1030 .6 90 45 68
Baton Rouge, La., B/C.. .9 846 36.1 3.2 44 1011 1.9 122 47 126
Richmond, Va., B/C..... .8 647 37.2 7.0 1.0 06. 2 . B 1.9 6.8 12.2
Harrisburg, Pa., B/C... .8 368 480 49 11.0 982 1.2 60 1100 70
New York, Travelers.. .. .8 33.8 103 46.9 0 08. 3 .2 6.3 51 6.6
Arizona( [Caeeeeeea .8 428 378 69 119 99. 6 .4 0 8.9 88
Philadelphia, Pa., B/C... .8 27.3 5611 83 131 97.9 .9 106 129 b. 8
Arkansas, B/C... ... ... .8 683 20 41 1.3 988 .2 901 7J 173
Mississippi, B/C...-.... .8 73.4 183 2.1 48 97.7 LT 1.9 13.6 141



ARY OPERATIONS: SELECTED WORKLOAD AND COST DATA,
JANUARY-MARCH 1969—Continued

Processing time
average number o
Workload performance indioators days between date
istributions orwurd to interest

Perocont and date npprovod Bills reviewed by 88A

receipts by type of bill ! omnt request for payment
addfe ————————— Percent
Out. Ratloof Weeks pondl tional In. Out. returned
ient clearance work on over'a‘s devel- patient patient because
spital ECF  HHA toreceipts hand deys opment bills bills Number  of error
%9 7.8 41 07. 4 1.0 17.8 9.0 113 20.7 38, 294 2.6
-9 84 103 04. 7 1.7 106 122 11,7 427 28, 343 58
-1 81 3.8 09. 9 .6 161 84 86 150 34, 654 1.8
] 4.6 3.8 100.6 .9 233 17.6 13.8 159 28 647 48
-1 6.1 7.1 97.6 1.6 3.3 9.3 158 360 30, 398 4.4
=8 29 100 76. 4 .8 22,6 30 119 2.2 16, 580 7.1
1.8 3.3 2.1 10L1 .4 5.1 48 8.2 158 26, 783 61
7 55 108 1005 1T 46 156 353 35, 486 46
.9 2.9 46 097.7 .9 g 5 37 109 221 38, 222 10. 9
| 31 48 99. 4 .0 7 88 9.8 209 24, 696 3.7
) 83 111 98, 6 1.0 .5 9.0 9.2 1.5 21, 084 2.7
) 1.6 19.2 1030 .6 9.0 45 68 143 24, 218 43
-1 3.2 44 1011 1.9 12.2 47 126 10.6 19, 167 3.3
<2 7.0 1.0 96. 2 . b 1.9 6.8 122 232 22, 998 0.4
0 49 110 98. 2 1.2 6.0 100 7.0 257 25, 480 1.9
0.3 46.9 0 98 3 .2 6.3 61 6.6 221 12, 458 31.3
.8 6.9 119 09. 6 .4 0 69 88 160 18 821 2.0
*1 83 131 97.9 .9 106 12,8 58 234 21, 785 3.5
-0 41 1.8 98. 8 ] 91 7.1 7.3 114 15, 207 6.3
.3 2.1 48 97. 7 7 119 156 141 232 15, 608 3.7

174
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APPENDIX G.—INTERMEDIARY OPERATIONS: SELECTED WORKLOAD A.

JANUARY-MARCH 1969—Continued |

Process
average
Workload performance indicators days bet'
Workload distributions forward *
Peroent of receipts by typo of bill Percent f&'ﬁ%n“' and d.l‘o:
of bills addle —~
Peroent of - In. Out- Ratioof Weeks pendi tional In.
national tient tlent olearance workon over devel- patient
Intermediary receipts hospital hospital ECF  HHA toreceipts hand days opment bills
Massachusetts, Aetna.... .3 BLT 47.9 .1 0 101, 2 .2 42 43 1.3
South Dakota, B/C...... .3 654 24.2 1.9 8.2 101.4 .8 6. 4 85 ¢
Illinois, Aetna.......... .3 0 48 03.4 0 99. 3 .2 7.3 5. 2 ®
Texas, Mutual.......... .3 ® 27 8.3 17.0 94. 5 36 181 150 {
North Dakota, B/C..... .3 739 19.9 3.1 2,9 06. 4 1.1 3.0 12.4 6.1
Roanoke, Va,, B/C...... .3 b67.8 307 9.7 0 100. 3 .6 10.6 8.0 13.3
Michigan, Travelers..... .3 15.6 6.5 7.3 0 102. 4 33 358 6.6 80
District of Columbia,

B/Caceeeeeeeeeeeaen .3 42,2 46.8 1.4 7.6 105.0 1.1 8.3 112 9.2
Delaware, B/C........ o .8 265 49.0 6.7 156 96. 7 7122 8.5 186
Vermont, B/C.._._..._. .3 317 485 .3 133 1027 1.8 30.2 138 Q)
Hawail, Hawail

Medfoal .- oo oeoeo. .2 387 4.5 109 61 9098 1.0 205 70 12.6
California, Aetna........ .2 510 286 18.0 1.3 99. 4 .8 0 88 7.6
Allentown Pa., B{C ..... .2 30.5 458 43 1.9 99. 0 .3 2.1 2.4 2.6
California, Travelers..... .2 422 207 338 2.5 100.8 .4 5.2 43 6.6
Canton, Ohio, B/C...... .2 411 443 3.0 103 96. 2 1.2 8.4 6.2 113
Puerto Rico, B/C....... .2 588 204 .4 20,4 9047 1.6 452 654 253
Nevada, Aetna......... .2 42,5 3.4 7.6 85 98. 6 .4 3.3 9.5 6.6
Massachusetts, Travelers. ] 8.9 158 1714 0 99. 9 .2 0 3.6 5.7
Pennsylvania, Travelers. .2 69 83 1784 1.6 100.0 .4 30.4 61 3.6
Lima, Ohio, BiC........ 2. 522 420 2.4 3.4 101.2 .5 8.1 ~3 59



ARY OPERATIONS: SELECTED WORKLOAD AND COST DATA,
JANUARY-MARCH 1969—Continued

Processing time,

average number o

Workload performance indicators days between date

distributions forward to interest

Percent and date approved  Bills reviewed by 88A

=?receipts by type of bill Percent roquut for payment
of bills addl- Percent
Out. Ratioof Weeks pondlgg tional In. Out. returned
tient clearance workon over devel- patient patient because
10epital ECF  HHA toreceipts hand days opment bills bills Number  of error
47.9 .1 0 101, 2 .2 42 43 7.3 10.3 9, 240 1.4
24.2 1.9 82 1014 .8 g 4 L ¢ ® " m
48 03.4 0 09. 3 ] 7.3 5.2 @ 18. 6 668 2.6
.7 783 17.0 94. 5 36 181 150 ¢ " Q) ®
9.9 3.1 2.9 96. 4 1.1 30 12.4 61 180 4, 922 50
30.7 9.7 0 100. 3 .6 10.6 8.0 133 148 7, 868 49
6.5 7.3 0 102. 4 3.3 358 6.6 8.0 226 4, 460 21. 8
468 1.4 75 1050 1.1 83 1.2 0.2 129 12, 107 6.4
2o 0 6.7 156.6 96. 7 LU 12.2 9.5 186 13.5 8, 917 4 1
48 8 .3 133 1027 1.8 30.2 138 " " ® ™
41.5 109 6.1 99. 8 1.0 2056 7.0 126 231 7,172 45
2806 16.0 1.3 99. 4 .8 0 8.8 7.6 182 3, 491 1.9
45. 8 43 17.9 89. 0 .3 2.1 2.4 2.6 7.1 8, 557 2.3
20.7 33.8 256 1008 .4 5. 2 43 6.5 14.3 4, 874 12. 4
44. 3 30 103 96. 2 1.2 8 4 6.2 11.3 27.5 7. 851 0.8
20. 4 .4 20.4 04,7 1.6 45.2 5.4 253 9023 4, 073 17.9
37. 4 7.0 85 98. 6 .4 3.3 9.6 6.6 19.4 2, 818 1.2
15.8 714 0 09. 9 .2 0 3.6 5.7 153 5, 733 16.0
8.3 784 1.6 1000 .4 304 51 3.6 156 2, b1 15. 2
42.0 2.4 3.4 1012 . b 8.1 7.3 659 116 4 187 3.0

9.3



Maryland, Mutual_.____
Wyoming, B/C
Connecticut, Aetna......
Washington, Aetna.__...
Kansas City, Kans., B/C.

California, Kaiser.......
Georgia, Travelers. .- -
Washington, Mutual.___
Distriot of éolumbla,

Tennessee, Aetna........
Rookford, Ill., B/C......
Minnesota, Travelers.. ..
Paikgsburg, W. Va,,.
Virginia-Distriot of
olumbia, B/C.......

Bluefield, W. Va., B/C...
Jamestown, N.Y., B/C...
Puerto Rioo, Coop......
Kentuoky, Mutual......
Virginis, Aetna. . .-.....

Alabama, Mutual ._.....
Watertown, N.Y.,, B/C...
Iowa, Mutual...........
Maine, Travelers........
Maryland-Distriot of
Columbia, B/C.......

Oregon, Mutual.........
Missouri, Mutual.......
Colorado, Mutual.......
New Hampshire,

Travelors
Bluefield, Virginia, B/C..
Seo footnotes at end of table, p. 37,
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APPENDIX G.—INTERMEDIARY OPERATIONS: SELECTED WORKLOAD .
JANUARY-MARCH 1969—Continued

Process
average
Workload performance indlcztors day;ogom
Workload distributions forward tn
Percont and date .
Peroent of recelpts by type of bill Percent requost for
N of bills addl- —
Percent of In- Out- Ratloof  Weoks pending  tlonal In.
) national patlent patlent clearence workon over30 devel- patien
Intermediary recoipta hospital hospital ECF  HHA torecelpts hand days opment bills
Rhode Island,

Travelers. . . ccccaon.. ¥ 0 0 100. 0 0 100. 0 0 0 6.8 o
Oklahoma, Mutual...... 4 0 6.0 94.0 0 91.0 3.8 168 10.7 y
Mississippl, Mutual..... ’ 0 0 100. 0 0 06. 1 36 147 103 !
Wisconsin, Mutual...... ! 0 30 929 0 103. 0 36 17.6 16.8 (¢
Florida, Travelers....... ) 59.56 16.9 2.1 2.5 96, 7 1.3 6.4 167 13.1
Portland, Wash,, B/C... ®» 57.5 20.6 4,3 8.8 100.6 1.4 1.6 80 0]
Virginia, Mutual___..._- 3.1 267 37.5 1.1 90.1 3.7 14.4 107 ()
New York, Aetna....... 5 27,7 2.8 69.7 0 100.1 (9 0 5.6 ®
Idaho, Mutual.......... ! 0 2.2 96.0 0 89.7 3.8 12,9 20.1 ﬁ‘)
Oregon, Kalser.......... ) 63.2 1.8 11.9 231 99.8 .1 333 3.9 1)
Chattanooga, Gs., B/C.. 3 49.1 29.3 21.6 0 100. 6 .3 13.2 11.6 1
Montana, Mutual....... 3 0 6.9 82.3 10.3 97.1 4.1 20.9 157 1

aska, ﬁ/C ............ 3 74.0 12,9 6.7 6.3 110.0 .4 2569 10.2 1
CS, Aetn.ceeceueaann-- Y 80.9 0 10.1 0 100. 2 0 0 8.8 ?;
West Virginia, Mutual. .. 3 0 7T 08.2 0 100. 2 3.6 27.6 16.2 !
New Mexico, Travelers. . ¥ 0 0 100. 0 0 100.0 0 0 4.2 %)
Virgin Islan(fs, Mutual... 43.3 17.8 0 38.6 72.6 6.6 24.3 5.1 ';
Vermont, Travelers...... 0 0 99.9 0 99.7 .3 0 4.6 !
South Dakota, Mutual... 0 1.4 98.3 0 109. 8 3.1 206.6 12.3 )
Iowa, Aetna............ 3 0 57 9043 O 915 30 9.1 204 U]



ARY OPERATIONS: SELECTED WORKLOAD AND COST DATA,

JANUARY-MARCH 1969—Continued

Proocessing timo
average number o

Workload performanoce indicztors days between date

distributions forward to interest
Percent and date approved  Bilis reviewed by 88A
of receipts by type of bill Percont request for payment
of pllls addi- — Percent
Out- Ratloof  Weeks pendlng  tlonal In- Out. returned
patient clwinoo workon over3) devel- patient patient because
108pital ECF HHA torecelpts hand duys opment bills bills Number  of error
0 100. 0 0 100. 0 0 0 6.8 ¢ ? 162 24.1
/6. 0 9.0 0 91.0 3.8 158 19.7 (¢ y 4 4
0 100. 0 0 96. 1 36 147 163 ¢ é‘ ¢ '
30 929 0 103. 0 36 17.6 168 - (4 J ¢ y
16.9 21 218 96. 7 1.3 6.4 167 131 36.4 1,101 21. 1
29. 5 4.3 8.8 100.6 1.4 | 8.0 Q) ) Q) ¢
25.7 37.6 1.1 80.1 3.7 14.4 10.7 Q] 1) 1) 1
2.6 69.7 0 1001 (® 0 5.6 () 1) ! !
2.2 96.0 0 89.7 3.8 12,9 20.1 8 '; ! !
1.8 11.9 23.1 99.8 .1 33.3 3.9 1 J 1 !
20.3 21.6 0 100. 6 .3 13.2 116 1 ! ! 1
6.9 823 103 97.1 4,1 20.9 15.7 1 ! ! !
12.9 6.7 6.3 110.0 .4 25.9 10.2 ! ! ) 1
0 10.1 0 100.2 0 0 8.8 ! ?) %‘) ';
.7 98.2 0 100. 2 3.6 27.6 16.2 ! 1) 1 !
0 100.0 0 100.0 0 0 4,2 o) ® 112 36. 6
17.8 0 38.6 72.6 6.6 24.3 6.1 'g O] ! y
0 99. 9 0 99. 7 .3 0 4,0 ! 1) ! !
1.4 08.3 0 109. 8 3.1 266 123 2‘) }'} ! 3
5.7 94.3 0 815 3.0 9.1 204 Y] ! " Y



Michigan, Commissioner,

Health. ... 816 0 19. 2 0 1156 21 9023 49 183
Minnesota, Mutual...... 4 0 0 100. 0 0 70. 2 6.7 223 366 0]
Indiana, Aetna.._....... 0 41 959 0 36.2 10.3 480 155 7)
Hawaii, Kalser._........ 3 6.3 . 0 0 0 100.56 .2 333 2.6 ';
North Dakota, Aetna. .. ) 0 71 92.9 0 8.5 34 287 240 1
Wisconsin, Aetna......_. 0 7.8 022 0 79. 2 43 188 19.7 U
Nebraska, Aetna._._._.. 0 0 100. 0 0 94, 2 28 500 27.4 (
Minnesota, Aetna. ... 0 0 100. 0 0 80.6 328 28.6 24.2 (
South Dakota, Aetna.. .. g 0 0 100. 0 0 69.4 7.3 382 16.7 (7
Kansas, Mutual...._.... 0 0 100. 0 0 73.3 17.4 46.4 52.2 (

1 Individual State data are not available. Data included in the State where the home ‘ lndlvldm:l’gtau data are not available. Data

office is located. (Bee enclosure.) office is local
$ This intermediary office does not prooess inpatient or wtgubnt hospital bills, Bills $ Less than 0.05 weoks work on hand.

shown in the ouotbpuhnt bill column represent outpatient ECF bills, ¢ This intermediary office does not proocess inpat
s Less than 0,08 percent. 7 Individual Btate data are not avallable. Data



0 19. 2 0 1156 2.1 923 49 183 528 341 69
0 100.0 0 702 67 2.3 366 ! ®m ! 1)
41 959 0 362 103 480 155 é !
0 0 0 100.5 .2 333 26 ) ! 1 !
7.1 929 0 8.5 3.4 287 240 ™ 1 @
7.8 922 0 79.2 43 188 10.7 ( 8 ’; {’
0 100.0 0 942 28 500 27.4 ( y

0 1000 0 80.6 328 286 24.2 ?

0 1000 0 60,4 73 382 167 !
0 100.0 0 733 17.4 46.4 522 @ ( ! !

" in the State where the home ¢ lndlvlduadstm data are not available. Data included in the State where the home

office is loca
out;ubm hospital bills. Bills § Less than 0,05 weeks work on hand,
OF bills, ¢ This interme ilary office does not‘ﬁrooau inpatient or outpatient hospital bills,
! Individual S8tate data are not avallable. Data included in Aetna at Peoria, Ill,

/

6.3
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APPENDIX H—~VARIOUS MEASURES OF CARRIER
PERFORMANCE IN MEDICARE

DepaARTMENT OF HEALTH, EDUCATION, AND WELFARE,
SoCIAL SECURITY ADMINISTRATION,
Baltimore, Md., December 6, 1968.
Mr. THoMmas VaiL,
Chief Counsel, Committee on Finance,
U.S. Senate, Washington, D.C.

DEAr Tom: This is in further reply to your letter requesting infor-
mation about the performance o} K/Iedicare carriers. Enclosed are
responses to your remaining questions with the exception of questions
5(gg‘ and 6. We are completing the current tabulations which are
essential to answering these questions and will transmit the informa-
tion to you shortly. In addition, we are gathering data required to
answer the questions raised in your letter of October 15.

As you requested, we have, wherever possible, prepared numerical
rankings with respect to specific indices of carrier performance. Al-
though these are the principal statistically measurable indications of
carrier performance available to us at this time, there are, of course,
a great variety of qualitative considerations which such rankings do
not adequately reflect such as: the application of the requirements of
the law and regulations to the processing of Medicare claims, including
effectiveness in the application of criteria for the determination of
reasonable charges; carrier responsiveness to inquiries and to other
needs for service and help, as indicated by benegciaries and our field
organization; and the establishment of effective relationships with the
medical community.

Given the newness of the program and the varying factors that
affected the carriers’ ability to respond to a great variety of different
situations, we do not look just to past performance in making com-
parative judgments among carriers. Indications of present performance
and, indeed, of the acquisition of capability for improved performance
have been as significant in some cases as past data. One other caution
needs to be expressed concerning comparisons. Close comparisons
based on statistical indices are not only subject to the vagaries of the
start-up period, but may be affected by demographic, economic and
other factors. We have found it necessary to assess carefully the amelio-
rating or aggravating circumstances which, for a particular carrier,
may make a particular statistical comparison or ranking with other
carriers less meaningful than a general operational assessment.

In sending you this material at this time, I should like to observe
that frequent staff contact with carriers, together with current
operating data over the past 3 to 6 months, indicate a continuin
improvement in overall carrier performance that is encouraging an
that is not always readily apparent from the latest performance data
that is being systematically collected and periodically tabulated.

Sincerely yours,
RoserT M. BaLL,
Commissioner of Social Security.

! Snbuquantl-y received; appears at page 802,

(283)
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6. Please rank each of the carriers on the basis of the following factors,
giing the requested information for each of them.

The following pages give a detailed response to each of the 16 sub-

arts of this question. The carriers are listed by individual service area

when data are available for such areas), arrangad alphabetically by
State. Where data are available only for the combined operations of
multi-State carriers, this fact is indicated in the table and the combined
data are presented at the end of the table.

Because some carriers have service areas which encompass only
parts of States, it may be desirable to identify the specific geographic
areas served. This can be done by refer "ag back to the response to
question 1, previously furnished. .

As is evident from the textual explanation accompanying the
answers to the sub-parts of this question, the ranking of the carrie.s in
connection with the data requested is a function of a large number of
variables which affect the performance of the carrier—some factors
are unique and apply only with respect to one carrier. The ranking
shown may not indicate superior or deficient performance, but the
Bresence of one or more factors outside the carrier’s control which may

e present regardless of which carrier might have served in the area

Moreover, there is no known alternative index of performance which
would show how the given carrier's performance compares with poten-
tial substitute carriers.
. A non-mathematical compasite view of performance has been used
in the past to judge how well each carrier is meeting its contractual
obligations and we are now developing a master index of carrier
performance.

6. (a) Please rank each of the carriers on the basis of * * * average
processing time from receipt of claim to certification of payment for ¢
most recent quarter for which data is available. _

Enclosed is a table listing, for each carrier service area, the process-
ing time in calendar days for paid bills at the 25th, 50th, and 75th
percentile. Data are presented in terms of bills (rather than claims,
as requested) because a claim may or may not include more than one
bill—and each bill may be processed separately and with different
processing times due to differences in type of services for which re-
imbursement is claimed, deFree of completeness of information, and
other factors affecting the length of time it takes from the date of
. receipt to the date of certification for payment. Carriers submit to

SSA summaries of the bills they certify for payment, and these pay-
ment records constitute the basis for the raniings.

Rankings are according to median processing time, in calendar days.
The median processing time was used instead o% the mean time because
the latter may be strongly affected by even a few extreme values.

Carrier bill processing time is, in part, a function of the extent to
which the carrier has computerized its operations and the sophistica-
tion of the computer equipment. Another factor is the availability to
the carrier of trained personnel to process the bills received in relation
to the work volume. Still another factor is that relatively longer proc-
essing times may reflect a more thorough claims review process.
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Average Processing Time from Carrier’s Receipt of Bill to Certification
for Payment, Apri-June 1968, by State and Carrier Service Area

Processing time in calendar days
for paid bills

Carriers
50th ranked
25th  percentile 75th by
Btate Carriler percentile (median) percentile  median?
Alabama. ... _....... Blue Shield..._... 27.0 36.1 51. 1 51
Alaska. ... ._..... Aetnae.ooooo..... 5.2 7.4 13. 6 4
Arizona. o v oo doocoooan. 6.5 10, 2 14. 6 10
Arkansas.. ... ....... Blue Shield.__.... 21.7 26. 6 39.4 43
California_ oo ooceeeaan doo ... 13. 6 17.0 41, 5 30
Ocoidental........ 7.7 12. 5 19.0 17
Colorado. .. . ____.. Blue Shield....... 30.0 37.8 54.2 52
Connecticut..._....... Connecticut 15. 4 25. 1 41. 3 41
General.
Delaware. ... ......-. Blue Shield_...... 12.9 15. 1 19. 6 26
District of Columbia._.......do..ccoeenno. ® ® (U] ®
Florida. «ocvceeeeeeeeaee e do.ccuecnaan 14. 8 21. 6 32.7 33
Georgia. - - ..o ... John Hancook.... 158 2586 44.0 42
Hawail. .- Aetna. .. ooceoo... 7.4 13. 5 24, 5 20
Idaho.. ... . ._....__.. Equitable_ . ..___. 7.6 112 14.5 12
Tinofs_ - o e oo Blue Shield__..... ® ® ® ®
Continental 14.1 22.0 41. 3 34
Casualty.
Indiana. . oo o oceeens Blue Shield._..... 18. 8 20.0 48, 4 48
) (1) 7 WO o [/ 13.4 22. 9 49.0 36
Kansas. ... B/S of Topeka.... 11.9 23. 8 56. 0 39
113(3 of K.C., Mo... @ ® @ ®
Kentucky_ . _...._.__. etropolitan__ . __ 9.0 13.2 19, 4 19
Louisiana. . cccvceeen-. Pan American_.... 37.8 46. 8 62. 6 b4
Maine. .o Union Mutual.... 15.8 20. 6 30.1 31
Maryland. - .. ... B/S of Maryland.. 10.9 146 20.8 24.
Dist. of Col. B/S.. 8 i’) é’) 8
Massachusetts. . _ .- Blue Shield...._.. 1 %) 1) ’
Michigan. ... ... ____.__ [+ [/ Y 22. 5 30. 2 49. 3 60
Minnesota. - - ovooooeeaaae (s 1 Y, ® ® ® *
Travelers......-_. 3.1 6.0 11. 6 1
Mississifpi ................. do.....X__.. 2.9 6.0 15. 8 2
Missouri._ ..o cooao-o Blue Shield....... ® ® ® ®
Gen. American.... 17.4 26.9 41, 9 44
Montana. ... ..__... Blue Shield. ....... 11.0 14. 2 18. 2 22
Nebraska._ .. . cneen-. Mutual of Omaha. 11.6 15. 8 22,0 26
Nevada. . -.cceuun... Aetna...oocueon.. 657 12. 2 268. 2 16
New Hampshire....... Blue Shield....... 34.3 47.8 77.3 65
ew Jersey . ..coeauen- Prudential........ 7.1 11. 4 20.9 13
New Mexico. . .ocoa... Equitable. ....... 54 80 11. 3 7
New.York..oovoenn.. B/S of Buffalo.... 10.9 17.0 27. 8 29
B/8of N.Y.C..... ®) ®) ® ®
B/S of Rochester.. 21.3 28. 6 41. 7 46
etropolitan___._ 9.8 141 19.1 21
Group Health..... 23.3 426 56.4 63
North Carolina........ Pilot Life......... ) ® @ )
North Dakota...._..... Blue Shield....... 7.3 10. 6 16. 0 11
10) 111, Y Nationwide....... 44. 8 63. 4 79. 4 67
B/S of Cleveland.. 15. 6 23. 6 34. 6 38
Oklahoma. ........... Aetna. .o oo, 7.0 11.. 8 17. 8 14
Dept. of Welfare. _ 6.5 88 12, 5 8
Oregon....ooeoeeeonoo Aetng..ooeeooo. 6.2 7.4 13. 6 4
Pemnsylvania._ . __.... Blue Shield....__. 7.7 231 33.6 36
Rhode Island.. o e e s [ Y 14. 6 29. 6 65. 5 49
South Carolina._._......._. s [/ S ® ® ® ®
South Dakota._..oceeeunen-. 4 1 64 89 14.9
Bea footnotes at end of table, p. 286.

X
-



286

Average Processing Time from Carrier's Receipt of Bill to Certification
{JW Payn;eim, April-June 1968, by State and Carrier Service Area—
ontinu

Prooeaalng' time in calendar days
or paid bills
Carriers
80th ranked
2th percentile 78th by
8tate Carrier percentile (median) percentile median?
Tennesses... ...._.._.. Equitable..____.. 9.7 144 231 23
Texas. .ccceeeeecacan. Blue Shield....... @ ® ) (%)
L1917 W L 1) 14, 26. 9 49, 4 45
Vermont...oooooccmcoa e [+ [+ S 34.3 47. 8 77.3 55
Virginia. . .cccooooo. Travelers......... 37 7.3 220 3
Dist. of Col. B/S.. (’; (?) ®) ¢
Washingtor ¢ _______. Blue 8hield....... 18. 28.8 34.3 4
West Virginia......... Nationwide -..... 13. 1 21.3 36.7 32
Wisconsin. . .......... B/S of Madison... 15.2 16. 9 24. 8 28
B/S of Milwaukee. 14.6 23. 5 61.6 37
Wyoming.....ooao.... Equitable._.__._._. 43 7.7 10. 7 6
Puerto Rico. - .c.o-... Blue 8hield. ...... 19. 7 24.0 32. 8 40
Virgin Islands ........ Mutual of Omaha. 11.6 15. 8 22.0 26
............. avelers. ........ 68 12.7 25. 0 18
............. 10. 3 12. 2 15. 4 16

1 Runkings based on the 57 carrier servioce areas for which medians are avallable.

9 Data not available for this quarter.

8 Data submitted found to be incorrect; corrected data not available.

¢ The claims operation of this carrier is decentralized on a county basis. The figure shown, however, is a
ocomposite of all experience within the Btate.

5. (b) Please rank each of the carriers on the basis of * * * pro-
portion g] claims which SSA must return for correction or change (or
‘which SSA changes on its own) for the most recent quarter.

Enclosed is a table listing, for each carrier service area, the ggo—

gortion of payment records submitted by the carriers which SSA
as determined to be incorrect because they include ‘“‘accounting

errors.”’ The data apply to payment records processed by SSA in
the period June 28, 1968 to August 29, 1968.

Certain computer edits and validity checks are performed on pay-
ment records submitted to SSA by the carriers. Those errors fallin
into the following classes are referred to as accounting errors, an

ayment records including any cf them are returned to the carriers
or correction:
( l; Incorrect claim number and/or name
(2) Beneficiary never enrolled in Part B
(3) Incorrect reimbursement amount
(4) Incorrect month of service
(6) Beneficiary not enrolled in Part B in month(s) of service
§6) Last expense month after month beneficiary died
7) Deductible not satisfied :
28) Deductible over $50 . ) ‘
9) Incorrect jurisdiction of Railroad beneficiary claim
: (10) Blood charges with no grior que, :
- Payment records which are found to include other errors which do
not reflect possible overpayments or underpayments are not returned
to the carriers and are excluded from the table.
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Proportion of Payment Records Returned to Carriers by SSA Because

of Accounting Errors, June 28, 1968, to Aug. 29, 1968

Percent of

payment

records

with ac-

counting
State Carrier errors Rank!
Alabama. . .. oo Blue Shield. .. ... .. ....... 10. 0 65
F:Y:) [ YO (219 1V S 2.7 50
Arigona. o oo 1 [ SN 3.8 56
Arkansas.... ..o oceceneaaana. Blue Shield. ..o c oo .. 1.2 34
California. . - o ool 1 Y 5 8 60
Ocoeidental. oo oo eee el .6 13
Colorado. cccccvemeeaaaean Blue Shield. . ..o 1.7 37
Connectiout. oo oo ooeneno .. Gonneocticut General......... 31 52
elaware. .. .ceoemceaae.aas Blue Shield. - e oo .. 3.2 53
Distriot of Columbia ......._...... o (¢ 7 17
Florida s e e e e eeaeaeas 1 [ SO 1.0 30
Georgia. - .o oo aaaes John Hancoek._ ... .. ...._. 2.0 41
s (X 7Y | F (19 11 SN 1. 1 32
Idaho. oot Equitable. . ... ___........ .6 13
INlinois. . - e eeeeaee Blue Shield. .. cccmeeeaee.... .9 28
Continental Casualty._._.____ 1.9 38
Indiana. oo Blue Shield.. ... .. ._...... ~ .8 26
b (1] 7. Y 4 .5 6
Kansas.._.ouocneeeaaa. .- Blue Shield of Topeka.-..... 2.6 49
Blue Shield of Kansas City, Mo_ ® ®
Kentueky. - oo _..._. Metropolitan._ . . ... 3.9 67
Louisiana.. - cvcecvecccnannn Pan American. . . ceeeeeeo.... 2.2 4
Y1 1V R Union Mutual. o o oo o.. .4 1
Maryland.. .. ... ... Blue Shield of Maryland. ... 1.9 38
Distriot of Columbia Blue 7 17

Shield.

Massachusetts. . - coceeeen.. Blue Shield. ... oL 3.7 56
Michigan._ __ ... [+ 1 S 12. 4 66
Minnesots. - .o oo e eeeaene s [+ S .9 28
Travelers. .o ceeccamcaceouc. .4 1
Mississippi-covecoe e o Y .6 13
issouri._ ... oo o... Blue Shield. . ... .. ... ... 6.0 61
General American. _......... 2.1 43
Montana. ... Blue Shield. -« oo eeeeee e 1.3 35
Nebraske... oo cvevoameeeen Mutual of Omaba. ... . ..... .6 6
Nevada. .. oo Aetna. .o oo 4.0 68
New Hampshire......co..... Blue Shield. . .. ..o .. 9:7 64
New Jersey. .- ccmcececeeca-n. Prudential ..o ... .4 1
New Mexico-oocmeeemeeanan.. E(l]uttable ................... .7 17
New York. ..o Blue Shield of Buffalo_....... .5 6
Blue Shield of New York City. . b 6
Blue Shield of Rochester. .... 7 17
Metropolitan.. ... . ... 2.2 44
Group Health. ... ... .6 13
North Cacolina____.......... Pilot Life. ..o oo 1.0 30
North Dakota. .. ..ooo...... Blue 8hield. v ooceeeeaaeons .7 17
(0] 11 {1 Y Nationwide. - .« oot 7.8 63
Blue Shield of Cleveland... .. 2.0 41
Oklahoma. .. .o co oo, Aetna. .. oL 2.2 ‘44
Department of Welfare___.... 2.3 47
Oregon_. ..o cceeeoeaano.. Aetnd.... .o oo ... 2.7 80
Pennsylvania. - o o oo Blue Shield. - - cvceoeeeea e 7.3 62
Rhode Island. . e oot o [ YIS . 1.1 32
South Carolina. ..o ceeene .. s (SO S 17
South Dakota. . _..coeeee oo s (s YOO 1.9 38

Bee footnotes at end of table, p. 288,
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Pr?om'on of Pa Records Returned to Carriers by SSA Because

of Accounling Errors, June £8, 1968, to Aug. 29, 1968—Continued
Percent of
payment
Tecor:

with ao-

counting
Btate Carrier errors Rank !
Tennessee. - . .-...._...... Equitable_........_..._._.. .7 17
g 7Y Blue Shield. .o eeeaeeaaea.. T 17
|05 7.V U L+ [+ SN 1.4 36
Vermont. ... oo ... s ) @
Virginia . -« oo ocmeeeeoee e Travelers ... .. ........_... .8 26
Distriot of Columbia Blue .7 17

Shield.
Washington é__._.___ ... .... Blue Shield......cccceeeo... 2.4 48
West Virginia............... Nationwide ... 4.1 59
Wisconsin. ... ......... Blue 8hield of Madison... .. 3.4 54
Blue Shield of Milwaukeo.... .4 1
Wyoming.. ... _......_. Equitable....... haemmcamanaa . b 6
5“::5:"’“; Telands. 1270 T Musual of Omaba. 2 2272 T %
..... “eaeeea--- Mutual of Omaba........._. .

................... gg?&velers.-----.-.--------..- 54 ‘1)

1 Rankings based on 66 carrier service areas.

8 Data for Blue 8hield of Missouri includes data for area services by this carrier in Kansas.

$ Data for New Hoalﬁhlm and Vermont are combined.

¢ Due to computer difficulties, only preliminary data available for A t 2-28, 1968. These data show an
aocounting error rate of .5 percent for this carrier, based on over 178,000 payment records processed in the

$ The clajms operation of this carrier i3 decentralized on & county basis, The figure shown, however, is a
composite of all experience within the Btate.

6. (¢c) Please rank each of the carriers on the basis of * * * propor-
tion of claims pending over 30 days old for most recent quarter.

The enclosed table presents a listing, for each carrier service area,
of bills pending over 30 days, the ratio of clearances to receipts, and the
number of weeks of work on hand. While the latter two items were not.
reguest.ed, it seems appropriate to include these additional performance
indicators to assist in an evaluation of tha extent to which carriers are
managing their workloads.

Data have again been furnished in terms of bills rather than claims,
a8 requested, since each claim may include several bills—each of
which is processed separately and perhaps differently due to the variety
in type of services for which reimbursement is claimed, degree of
completeness of the bill and other factors affecting processing time.
Thus, one bill may be processed in less than 30 days, while another—

'gart of the same claim—may take over 30 days to process. It should

be noted that a short-term increase in bill receipts tends to lower the
‘proportion of bills pending over 30 days because it increases the rela-
tive number of “‘new” bills on hand. (Put another way, it reduces the
average age of the pending workload.) )

The ratio of clearances to receipts is an expression of the carrier’s
ability to keep bills from backlogging in the period being studied.
Since it is expressed as a percentage, a figure of over 100.0 represents
a reduction in pending loads. Conversely, a lower figure constitutes
an increase in bills on hand at the end of the period. Clearly, there will
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be times when the carrier cannot be expected to reduce its pending
load. This occurs particularly at seasonal peaks such as early in the
year (when bills are usually submitted in bunches until the deductible
requirement is first met), or after epidemics.

eeks of work on hand at the end of the period is a measure of the
carrier’s total backlog of cases relative to other carriers. It is computed
as the product of the number of bills pending at the end of the period
and the number of work weeks in the period, divided by the number
of bills cleared in the period.

The data on bills pending over 30 days and on the number of weeks
on hand are based on carriers’ performance in June 1968. The data on
the ratio of clearances to receipts are based on carrier operations for
April through June 1968.
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6. (d) Please rank each of the carriers on the basis of * * * adminis-
trative cost per claim handled (dollar amount, not proportion of benefit) for
most recent quarter.

The enclosed table presents the average (meen) cost per payment
record processed by each carrier in the fiscal year ending June 30, 1968.
As stated in previous questions, a payment record is a summary of one
gaid bill for services covered by the program. Data are presented for the

scal year rather than for a calendar quarter so as to minimize the
effects of seasonal and short-term variations in administrative costs in
the comparison among the carriers.

The data exclude from the unit cost computation the number of bills
})rocessed by the carriers for which no payment was made (because of

ailure to meet the deductible requirement, nonenrolled status, ex-
haustion of benefits, etc.). However, there is no evidence to indicate
that the proportion of no-payment bills processed varies significantly
from carrier to carrier. Therefore, the unit costs shown in the table
overstate somewhat, the average cost of handling a claim but by about
the same proportion for each carrier.

Variations In administrative costs among carriers were larger during
the initial year of operations (when there were comparatively large
differences in one-time costs incurred for recruitment and training of
personnel, systems development, and EDP programing) than durin
the second year. Some one-time costs, however, were incurred in fisca
year 1968 in connection with improvements in operations. For exam-
ple, a company may have automated its Medicare operations because
the workload increased to the point where automation has become
feasible, or a carrier may have converted from one computer system to
a more sophisticated one to secure longer term cost reductions although
costs may have been increased in the year of change.

Other variations in unit costs relate to normal differences in costs of
doing business in various sections of the country. There are differences
in the labor market in various cities in which carrier Medicare opera-
tions are based and differenccs in local wage scales. For example,
there is a difference of approximately 70 percent between the lowest
and highest average salaries of one carrier for the same job in different
service areas.

In addition, a significant factor accounting for differences in unit
costs is the size of Medicare operations. The largest carrier, for
example, has a workload about 46 times greater than the smallest.
(This calculation was based on the number of payment records pro-
cessed in the first ® months of fiscal year 1968 as reported by the
carriers.) Experience hasshown that a higher volume of work generally
permits a lower unit cost. Specifically, Farger companies can feasibl
use more sophisticated EDP and other accounting equipment, whic
usually produce a lower unit cost. There is, as coulg be expected, a
statistically significant negative correlation between administrative
cost per payment record processed and productivity per man-year.
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(That is, generally speaking, the higher the average of cases processed
per carrier employee in a given period of time, the lower the adminis-
trative cost per bill processed.)

Carrier costs vary somewhat depending upon the ratio of assigned to
unassigned medical bills. Staffs of doctors’ offices are more experienced
than beneficiaries in filling out Medicare forms. Thus, assigned bills
generally have fewer errors and are less expensive to process than
unassigned bills. Of course, where carriers do adequate jobs of ex-
plaining Medicare to medical secretaries and other in the medical
community, the percentage of claims requiring additional information
in order to complete bill processing is significantly reduced further, but,
of course, these carriers have the cost of professional contacts.

Another factor is the character of the service area. For example,
some carriers have multi-State service areas which are not contiguous.
Other carriers have a single, discreet service area which—other things
being equal—tends to produce lower unit costs.

To some degree, variations in cost per claim may also reflect & more
extensive claims review on the part of some carriers, including the ap-
plication of more effective utilization safeguards. Some companies
were better equipped initially, in terms of their systems and machine
capability, to perform a higher quality job at the beginning of the
pro%ram. For example, development of physician profiles and their
application in determining reasonable charges signficantly affect cost.
At the outset, some carriers had the capab%]iby to implement this con-
ceﬁt in reimbursement more rapidly than other companies, while
other carriers incurred substantial one-time costs in establishing the
more sophisticated systems required to develop information with
respect to physicians’ charges.

ach carrier files a quarterly cost report with the Social Security
Administration. Comparisons are made among companies following
submission of their periodic cost reports, and SSA attempts to deter-
mine the reason for significant vanations in unit costs. Cost differ-
ences are discussed with the companies to determine what remedial
actions may be undertaken to reduce unduly high costs.

e ————————————————— |
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Average administrative cost per payment record processed, by carrier,

Jiscal year 1968

Unit cost
Btate Carrler (in dollars) Rank !
Alabama. . ..o Blue Shield. ... 3. 36 22
Alaska._ _ oo Aetna ................... ) ...
Arisona. . . .coocnmoniimneee a0 @) ...
Arkansas_.......c.co...... Blue Shield ............... 3.12 12
California. -« oo oeeeeeeeeas dod et 2, 63 4
Occidental. .. .. ..o...__... 3. 68 29
Colorado. .- cccacnennann.. Blue Shield?_........_.._.. 3. 67 27
Connecticut............... Conneoticut General.__.... 2, 52 2
Delaware........coaooo... Blue Shield. ... _....._.... 6. 14 . 51
Distriot of Columbia.._._._..... o ................... (1)
orida. oo eeee a0 e 2. 74 6
Georgla. ... ..., John Hancock ............ 5. 81 50
Hawall. . oo Aetna_.. ... ()
Idaho. ... oo ... Equitable. ... ......._.... () J .
411170 J I Blue Shield._............. 4,34 45
: Continental Casualty. ... .. 3.26 18
Indiana_ ... .. .____. Blue Shield. ... ... _..._. 3. 47 23
(1,7 YOI [ [ S 3. 32 20
Kansas...._.............. Blue Shield of Topekas. ... 3.75 33
Blue Shield of Kansas () e
City, Missouri.
Kentuoky..oocoeacene... Metropolitan............. 0 T
Louisiana........o.o_.... Pan American............. 4. 69 47
Maine. ..o reeceamoaaan. Union Mutual .. __._.._... 3. 82 36
Maryland. .. cooeeeea ... Blue Shield of Maryland. .. 4. 07 42
District of Columbia ) RN
Blue Shield.
Massachusetts............ Blue Shield. - ... ... 3.07 10
Miohigan.. ... ... s [ YN 3.01 8
Minnesota. - coeeee oL dod . 4. 32 43
Travelers...coocceeucun-.. (’g ..........
Mississi?pi ..................... [ S R ) S
Missouri.....comeeoeo..... Blue Shield. .. __.......... () IR
General American......... 3 54 25
Montana......ooooo___. Blue Shield. ... coco-... 3.¢69 30
Nebraska.....cccceena..... Mutual of Omaha......... 2’) ..........
Nevada. oo Aetnd. oo oo ) I
New Hampshire .......... Blue Shield ............... () J
New Jersey.............. Prudential.. .. __.___. 2.66 5
New Mexico.............. Equitable. . .o . .o.o._... () coeee-.
New York. ... . ...._..... Blue Shield of Buffalo..__.. 5 06 48
Bl%?tShield of New York 329 19
Blue ghield of Rochester. .. 3. 94 40
Metropolitan._ . . .._..._.... () J .
Grou Health ............. 4, 60 46
North Carolina._.......... Pilot Life. - occee--. 3.33 21
North Dakota............. Blue Shield ............... 3.86 38
Ohioe e e Nationwide......ccoeeun-- () cooeee-.
Blue Shield of Cleveland. . . 3.76 35
Oklahoma...._ . . ..___... % )
Department of Welfare._... 2. 64 3
Oregon.. .o oo Aetnad._ . oo () J
Pennsylvania._........_.. Blue Shield. .. _.__._.._. 2,33 1
Rhode Island. ..o o oo.... 1 3.14 13
South Carolina._ ... _._.... P T 3.10 11
South Dakota._ ... _._._..._. 1L 1) O 3.68 28
Tennessee. .. ............. Equitable. .. ... _...._._. (®) coeeaee--
TeXAB. e e e oo Blue Shield. . _________.__ 3.76 34
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Amerage administrative cost per payment record dprocessed, by carrier,
fiscal year 1968—Continue

Unit cost
Btate Carrler (in dollars) Rank !
L0171 | T 1 3. 67 26
Vermont....ooceeecaccacnaaa--. Ao L) I
Virginia. - . ... ....... Travelers. ... ocoooooo.o. ’g ..........
District of Columbia Blue L) S
Shield.
Washington ¢_ ... _....__.. Blue Sheild._.__.._._...__ 3.75 32
West Virginia............. Nationwide.. ... coueu.... ® ooeeo..
Wisconsin. . _ oo .ccaeeona.. Blue Shield of Madison. ... 3. 84 37
Blue Shield of Milwaukee... 3. 96 41
Wyoming.-.-c-coeeeeaan-. Equitable. .. ............. ) ceeeeea-.
Puerto Rico. .- .. ocooeano. Blue Shield. . ..........._. 2.75 7
Virgin Islands............. Mutual of Omaha._........ ® e
Railroad. . . ..o ._._ Travelers..._......c....... 3.25 17
SSA . e ® ®)
Aetna®. ... _______.._. 3. 06 9
District of Columbia 4, 33 44
Blue Shield.?
Equitable®_ ___________ ... 3.48 24
Blue Shield of Kansas 5. 32 49
City, Mo.?
Metropolitan 0. ___.____.._ 3, 23 16
Travelers (except RRB)!_._ 3. 14 14
Mutual of Omaha?._____. 3.21 15
New Hampshire-Vermont 3.74 31
Blue Shield.
Nationwide®. .. _____..._.. 3.68 39

o' gls:\kln s hased on 51 carrlers, counting Travelers’ service of raflroad retirement annuitants as a
separate entity.
?Dnta for separate components of multi-State carriers not available; unit costs for total operations of
such carriers are shown at end of table.
3 Preliminary data.
4 The claims operation of this carrier is decentralized on a county basis. The figure shown, however, is a
oo‘m tI‘:e olllallbe;xperlence within the State. '
ot applicable.
¢ Aetna gas separate service areas in Alaska, Arizona, Hawall, Nevada, Oklahoma, and Oregon.
V; Dlsitrlct of Columbia Blue 8hield has separate service areas in the District of Columbia, Maryland, and
nia.
¢ Equitable has separate service areas in Idaho, New Mexico, Tennessee, and Wyoming.
¢ Blue 8hield of Kansas City, Mo., has separate service areas in Kansas and Missouri.
10 Metropolitan has separate service areas in Kentucky and New York.
1l Travelers has separate service areas in Minnesota, Mississippi, and Virginia.
19 Mutual of Omaha has separate service areas in Nobraska and the Virgin Islands.
13 Nationwide has separate service areas in Ohjo «nd West Virginta.

6. () Please rank each of the carriers on the basis of * * * propor-
tion of claims returned to the claimant (or to-the provider of the service)
with questions or requests for additional information for most recent
Quarter.

The enclosed table lists, for each carrier service area, the proportion
of bills requiring additional development (i.e., securing further infor-
mation or documentation upon which to base an adjudication of the
claim for reimbursement). Data on bills, rather than claims, are
furnished.

The proportion of bills requiring additional development is an
indicator of the frequency with which carriers must undertake extra
handling of bills to compﬂat@ their processing. The carriers have been
ranked as requested. Submission of incomp% te or incorrect bills by
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Batients or physicians and other suppliers of covered services cannot
e cited as necessarily a fault of the carrier. However, with respect to
those claims forms completed in physicians’ offices, carriers can, to
some extent, reduce the number of such bills by mounting an effective
professional relations program. On the other hand, the data for some
carriers may show a proportion of bills requiring additional develop-
ment which is relatively high because they do a more thorough job of
claims review (as a result of which they 1dentify and report a higher
than average proportion of bills requiring additional development%.

It should be noted that, beginning November 1967, carriers were
instructed to secure any required additional information or documenta-
tion through their own efforts in lieu of returning incomplete bills to
claimants. However, the carriers are still required to maintain an
inventory of such cases.

Proportion of carrier receipts for which additional information or
(Ilgg’gmntation must be obtained before adjudication, April-June

Bills requiring additional
development

Btate Cerrler Percent Rank !
Alabama.....coeeeoo.... Blue 8hield. .....cc....... 2.4 9
Alaska. .. At oo, 88 36
Arigong....cceceeocccccccnna- 1 9.8 46
Arkansas. ... coo.... Blue Shield............... 2.0 8
California. . cceceeemeeeaeeeen. '+ [ 1.0 2
QOccidental ... occeooe .. 11.0 54

Colorado. « e oceeeeeeaan Blue Shield. ... .......... 6 1 20
Connectiout..o.eee oo Connectiout General....... 49 17
Delaware. ..coecnvcnnnen-- Blue Shield. .o ... ... 93 39
District of Columbia ...._...... o [ N 11. 4 65
Florida. .- - - - oo om0 20. 6 68
Georgig. - oo John Hancook._........... 2.3 7
Hawall. - ceeoeeceeeeane. Y10 17 S 9.5 42
Idaho. .o Equitable. .. ..........__. 9.7 44
INinois. ..o eeeeees Blue Shield. ... .......... 7.1 28
Continental Casualty...... 4.5 16

Indiang. cccoeevomieaeannn BlueShield. _ -cveeeeeaoo_. 3.0 12
) (07 S I L+ [ 8.7 35
Kansas......ccoemeeeonn-. Blue Shield of Topeka..... 6. 4 22
Blue Shield of Kansas City, 10. 2 31

Missouri.
Kentueky ... ............ Metropolitan. ... ......_.. 4.1 14
Louisiana..ocveeeeeenn... Pan American............. @) ®
Malne_ ... Union Mutual___.__.._._. 6.6 24
Maryland. ... ...._. Blue Shield of Maryland. .. 10.0 50
District of Columbia Blue 8.8 36
Shield.

Massachusetts. __.._...... Blue Shield_.......oo..... 1.7 4
Michigan_. ... ... (1 [ Y 1.6 36
Minnesota. .ovoo e eeeaen s [+ TSRO 9.4 41
Travelers..... .- cceucununa- 11.6 56

Mississippi. oo o Y, 7.2 29
Missouri. ..o Blue Shield. _. ... _..... 10. 2 51
Gen. American__... _....... 9. g 48

Montana_ .. ... ___.__.. Blue Shield. . _.........__. 12, 60
Nebraska. . _.coooeeae.... Mutual of Omaha.._.._..__. 10.2 51
Nevada. o e oo, AetnB. oo, 6.2 21

See footnotes at end of table, p. 297,
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Proportion of carrier recerpts for which additional informction or
documentation. must be obtained before adjudication, April-June
1968 —Continued

' Bills requiring additional

development
Btate Carrler Percent Rank !
New Hampshire........... Blue Shield. ... ... ........ 7.2 29
New Jersey..ecceeeamcnn.n Prudential_............... 16.0 . 66
New Mexic0~--.ccoueann.. Equitable. .. ___._.._..._. 19.3 67
New York_ .. ..coeceenn.. Blue Shield of Buffalo........ 3.7 13
Bl\(l}t;tShleld of New York 9.0 38
Blue ghield of Roochester. ... 12. 4 59
Metropolitan_ . _._........ 6.0 19
Group Health_._.......... 6.7 27
North Caroling...coo...... Pilot Life..cccevneeeennea.. 9,5 42
North Dakota....ccoo.... Blue Shield....ccueean.... 9.7 44
(0] 1Y ) Y Nationwide. . . ..ocoeene... 4,2 15
Blue Shield of Cleveland. .. 13.3 62
Oklahoma. ..cvceenn.n..- . V11 S 15. 2 65
Department of Welfare. ... 1.1 3
Oregon. . cccvuncoacaaaan. Aetna_....oooo_.... 12.1 58
Pennsylvania.._.......... Blue 8hield. . ............ 13.3 62
Rhode Island. o c.oceeeeeae . L« [/ 2.3 7
South Carolina......cooeeoo.... 1 ) I 6.6 24
South Dakota....ccveecnceeoa-. L+ [/ 8.0 31
Tennessee._ ... cccoooeuun.- Equitable. . _............. 8.6 34
[ 7 V. S Blue Shield. .. ..o ooooo... 6.5 23
[ 8171 VN do. e 9.3 39
Vermont. oo i ccecnans (1 1 Y 81 32
Virginia._ - ... ..._. Travelers.._.__._..._.__.__ 6.6 24
District of Columbia Blue 83 33

Shield.

WashinFton L S Blue Shield............... 12. 8 61
West Virginia_ ... _...._... Nationwide_ .. _._._..._.._. 2.6 11
Wisconsin. .. ......ooo.... Blue Shield of Madison... .. 9.9 48
Blue Shield of Milwaukee... 13.3 62
Wyoming_. .. ... ... Equitable. . ___..______._. 9.8 46
Puerto Rico. . .....__.... Blue Shield. .........._... 2.4 9
Virgin Islands. . ... ....... Mutual of Omaha......... .9 1
Railroad. - o oo eeeeeeae . g‘éavelers ................. ? ;1 lg

1 Based on the 68 carrier service areas for which data are avatlable for the quarter,
3 Data not reported for the April-Jui.s 1068 quarter. However, the proportion of bills requiring additional

development in July 1968 was 3.3 percent.
The claims operation of this carrier i decentralized on a county basis. The figure shown, however, is a

composite of all experience within the State.

6. (f) Please rank each of the carriers on the basis of * * * proportion
?f clavms which beneficiaries appealed and the disposition of such cases
or calendar 1967.

Enclosed is a table which presents, for each carrier service area,
the proprotion of total claims processed in which informal reviews
were requested, the proportion of informal reviews which were sus-
tained, the proportion of sustained informal reviews in which fair
hearings were requested, and the proportion of fair hearings which
were sustained. Complete data for the first half of calendar year 1967
were not collected so that information for fiscal year 1968 is presented
instead of data for 1967.

856-719 0—70——20
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The only ranking shown is for the proportion of total claims proc-
essed in which informal reviews were requested. The data are ranked
showing the lowest proportion of informal reviews as the first rank.
The proportion reviewed reflects not only dissatisfaction with carrier
determinations but also ease of access to review provided by the
carrier and percentage of claims which are derived or reduced which,
to some degree, reflects quality of claims review.

If the carrier is not doing an effective job of claims review, the
claimants might have relatively few complaints about reasonable
charge determinations or-the amounts reimbursed. Thus, relatively
few informal reviews would be requested, and the carrier would
experience a low proportion of informal reviews.
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5. (9) Please rank each of the carriers on the basis of * * * proportion of
cases where submitted physician charges were higher than carrier-deter-
mined reasonable charges for the most recent quarter.

For each geographical area within which the concept of prevailing
charges is applied, give the number of the eight most frequently reimbursed
services which have been changed in the period from October 1, 1966 to
April 1, 1968. By how much 1n each area and when?

The determination of “reasonable” charges under Medicare is the
responsibility of the Nation’s carriers to whom bills for services under
the supplementary medical insurance program are sent for payment.
Carriers operate under agreement with the Secretary 08 Health,
Education, and Welfare, and use guidelines issued by the Social
Security Administration in determining reasonable charges under
the program. :

The enclosed tables present preliminary data from bills paid by
carriers for a 5-percent sample of beneficiaries who received services
under the SMI program and who met the $50 annual deductible. The
bills are sent to SSA after payment. They are coded, punched, and
tabulated to compile statistics for program evaluation purposes.

The tables show the number of services billed, the proportion of
services where the reasonable charge (the charge allowed by the carrier)
was less than the total charge (tﬁe charge billed by the physician),
the average total charge per service, am(f the percent reduction from
total to allowed charges. Figures are presented for all services and for
individual broad categories of type of service, i.e., medical care,
surgery, consultation, anesthesia, etc. The tables are based on bills
received and processed into SSA records by the beginning of September
1968. Data are preseuted by date of service and not the date of pay-
ment of the bill.

Table 1 presents comparative national data for bills for services
rendered in four six-month perfods—the second half of 1966, the first
half of 1967, the second half of 1967, and the first half of 1968. Table
2 presents data for individual carriers for the last two of these six-
month periods in order to focus primarily on carriers’ “current”
activity in establishing reasonable charges.

The figures in Table 1 show a consistently upward trend in both the
Kercent of services where the charge allowed was less than that billed

y the physician and the percent reduction from average total charge
to average reasonable charge. However, because of delays associated
with submittal of bills to carriers by physicians and beneficiaries, and
because of normal lags in carrier muli SSA processing, the tabulated
figures represent a far smaller proportion of all services rendered in the
first half of 1968 than to the bills for the last half of 1967.

In fact, the services tabulated for 1968 represent only 30-35 percent
of the services tabulated for earlier periods. These data are being re-
tabulated. It is expected that the figures for 1968 will change more
substantially than those for earlier periods although the trend is not
likely to change.

The underrepresentation of bills for services rendered in 1968 is
especially important when examining and interpreting the figures for
individual carriers in Table 2. Since the numbers are much smaller for
individual carriers, they are subject to much larger changes as the
completeness of reporting increases.
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The figures in Table 2 show that both the percent of services for
which the charge was reduced and the percent reduction in average
total charge was higher for most carriers in the first six months of 1968
compared with the last six months of 1967. However, there are many
carriers with different patterns, i.e.,, no change or decreases in the
percent of changes between the two successive six-month periods being
examined. In addition, the percent reduced, whether related to services
or charges, varies significantly among individual carriers. .

The figures in the enclosed tables cannot be used as definitive meas-
ures of carrier iperformance in determining “reasonable’’ charges. A
wide variety of factors that are not self-evident contribute to the
differences shown. Generally, for example, assigned bills are sent in
for reimbursement earlier than unassigned bills and are probably less
likely to be reduced. The latter may consist typically of small bills
which the patient holds until they are cumulated to over $50, or until
the end of the year. The bills for which a doctor accepts assignment
may be a bill for a single expensive procedure such as surgery, con-
sultation or anesthesia. Thus, the “‘mix” of bills received for 1968 most
likely includes a higher proportion of assigned bills than the figures
tabulated for July—?)ecember 1967.

Differences in carrier operations and physician practices over time
may also be reflected in the figures shown in the tables. Both carriers
and physicians may have reached a better understanding of the
“reasonable’” charge concept or the level of charges accepted by physi-
cians may reflect their previous experience under widely held private
coverages of the carriers, so that tﬁe frequency of bills for which the
charges were greater than that defined as ‘“reasonable’” would tend
to diminish. At the same time, a change in the level of customary
charges introduced by the physician, or a more rigorous application
of the guidelines by the carrier would act to increase the number of
services for which charges are reduced. The figures shown in the tables
thus result from the total interaction of the patterns of physicians’
charges and carrier performance and cannot ge interpreted without
further knowledge of both these factors.

It should be clearly noted that the data in the enclosed tables
cannot be equated to physicians’ charges or fees, nor can they be
used to measure changes in fees during the period covered by the
report. The data are grouped broadly by ‘“type of service.” Each
“type of service” incluﬁzs o wide variety of specific procedures from
the very complex and expensive to the very simple and inexpensive.
For example, ‘‘surgery” includes such diverse procedures as complex
cardiac operations, (l:%ansin and suture of a small laceration, or a
proctoscopic examination. The average total charge for all services
or for various types of service is determined by the level of charges
for specific procedures and by the frequency with which they are
represented in the data. Such a change in the “mix” of specific pro-
cedures in the data may explain the fact that the average total charge
for surgex;F apparently declined for the first three of the time periods
shown in Table 1 an-" then increased. To measure changes in physician
fees over time, dat- for the same procedure are required. Such data
are being compiled . :d will be made available shortly.




Table 1 - Medicare:

Type of
Service

All Services 1/

Medical Care

Surgery

Consultation
Diagnostic X-ray
Diagnostic Laboratory
Anesthesia
Assistance at Surgery

All Services 1/

Medical Care

Surgery

Consultation
Diagnostic X-ray
Diagnostic Laboratory
Anesthesia
Assistance at Surgery

Number and percent of services where allowed charge less than total charge and per

from average total to average allowsd charge by type and date of service, July 1966 - June 1.

[ Preliminary data based on 5 percent sample bills processed through August 1968 ]

July - December 1966 Jany
Percent Percent
Where Average Average Where
Number of Charge Total Allowed Percent Number of Charge
Services  Reduced  Charge  _Charge = Reductiog Services  Reduced .
2,202,570  3.9%  4LL%9 011,31 2,48 2,813,202 4%
1,806,118 3.8 6.82 6,68 2,1 2,202,416 4.0
67,451 6.9 136.10 131.76 3.2 73,988 7.6
23,490 6.8 20.15 19,24 4,5 28,667 8.1
77,852 3.2 16.74 14,49 1.7 95,640 3.1
266,973 3.2 5,42 3,32 1.9 328,165 3.5
16,617 7.0 56.48 35,32 2.1 17,143 7.8
4,935 6.4 60.47 58,38 3.5 5,235 9.0
July - December 1967 Jany
2,416,619 4.9% 810,34 $10.2) 2.0% 836,149 5.4%
1,897,582 4,8 7.00 6,82 2,6 664,925 6.2
56,912 8.8 120.47 113,94 3.8 21,865 11.4
25,815 10.8 21,56 20,23 6.2 9,603 13,2
17,430 4,2 14,32 13.99 2.3 33,388 5,6
286,236 4,6 5,30 5,35 2.7 95,879 6.3
11,854 10.7 38,18 56,26 33 5,423 13.4
3,668 11.6 66.69 63.02 5.3 1,835 11.9

1/ TIncludes miscellansous services such as rental of durable medical equipment and ambulance ssrvices not shown separat

Department
Social -
Office of
Dacember



' percent of services whers allowed charge less than total charge and percent reduction
- average allowsd charge by typs and date of service, July 1966 - June 1968

'y data based on 5 percent sample bille processed through August 1968 )

Januery - June 1967

~July - December 1966
Average Average
: Total Allowed Pexrcent
*  Cherge  _ Charge
$11.39 $11,31 Y
6,82 6,68 2.1
136.10 131,76 3.2
20.15 19,24 4,5
14,74 14,49 1.7
3,42 3,32 1,9
56,48 55,32 2,1
/ 60.47 58,35 3.5
<luly - Decembex 1967
810,34 410,23 2.0%
7.00 6,82 2,6
120,47 115,94 3.8
21,36 20.2) 6.2
14,32 13,99 2,3
5.50 5,38 2.7
58,18 56,26 3.3
66,69 63,02 3.5

Percent
Where Average Average

Number of Charge Total Allowed Percent

Services  Reduced  Charge Charge Reduction
2,813,202 A% 81L1S $10,86 2.8
2,202,416 4.0 6,96 6.80 2.3
73,988 7.6 131,08 126,29 3.7
28,667 8.1 21,42 20.32 5.1
95,640 31 14,53 14,29 1,7
328,163 3.5 5.44 5.32 2,2
17,143 7.8 58,64 57.25 2,4
5,235 9.0 65.70 62.17 5.4

January - June 1968

336,149 ) $2,29 $11.90 2.2%
664,925 6.2 7.67 7.46 2,7
21,863 11,4 143,22 137,98 3.7
9,603 13,2 24,11 22,52 6.6
33,388 5.6 14,45 14.05 2.8
95,879 6.5 5.93 5,70 3.9
5,423 13.4 62.90 60.55 3.7
1,835 11.9 65.10 61,74 5.2

al of durable medical squipment and ambulance sexvices not shown separately.
Department of Health, Education and Welfare

Social Security Administration
0ffice of Research and Statistics

Dacembar 1968



Table 2 = Medicare:

Geogrephie Divisien, Stats,
Saxziax cad Date. af Saxvias

South Dahets (3/8)
July-Desenber 1947
Jeswary=June 1964

MI o! uh)
July-Desembos
Jamsary-Juns t
Ranses (3/8)

July-Desamber 1947
Jasuagy=Juns 1948

Blatziet of Celwbia (B/8)
July=Descnbey 1947
Jemmry-Juns 1948

Yout Vizginaa (Natiomide)
uly-m 1997
Josnary-Juns 1960

Nowth Cazoline (Pilet Life)
JulysDeseuber 1947
Jomuary=June 1964

M Casveling (Vl’
y~Deseuber 1

Tenneeste (Byuitadle)
July-Desanber 1947
e 1968

Alsbame (3/8)
JulyeDosesbey 1967
JomsazyeJume 19048

1
JulyeDasssber 1947
JomuaryeJuss 1948

Louisisna (Pen Amsvisan)
JulyeDesenber 1947
JeauarysJuns 1968

Ohlahems

(Oept. of Nblie Velfare)

y=Desanber 1947
Juuﬂun 1968

my-w 1967
Joauary=June 1968

14ahe (Eyuisable)
JulyeDesenber 1967
Jamazy-June 1948

Vremiag (Muttable)

arvisse

11,09

'

30,5%0
10,0

32,40
12,403

3,318
1

17,610
3.1%

13,009

19,99
4,170

56,414
0,09

19,903
6,59

3,020
12,1

83,394
9

NN

13,

34,943
1,422

12,37
1,049

2,78
6,919

19,370
1,700

30,303
10,97¢

33,082
13,041

117,53
43,202

10,117
(131}

4,18
1,497

4.8

——ili e

haber vhare  Aver,

eshargs  tota
aduasd
N ss0
.6 6.13
0.7 .34
1.1 11,16
0.8 .1
0.2 .40
.4 10.47
(Y} 12.73
[N ) 1.2
5.9 13,93
14,3 12.99
13,0 13,08
0.3 0.2
0.2 .48
1.4 .63
1.2 10,39
0.7 (3}
1.3 10,13
0.3 9.3
0.4 10,16
1.4 12,9
1.2 17.53
11 4,03
33 0.5
1.7 .32
1,0 .50
0.4 10,00
0.7 11.%0
0.8 8,12
1.4 .13
[ B8 8,46
3.2 9.9
1.1 7.6
3.4 .18
3.3 .90
71 12.07
A2 10,12
12.6 11.16
o 8.33
49 2 8,90
9.0
of s,
.0 -1.28

Pareent

shazsa. Iatwesd aarvisas Iaduaed shexsa. zatussd servises xeduced

‘.u
L.é

’..
3.0

3.4
43

0.2
0.3

0.7
1.2

\.‘
’.’

‘.‘
1.0

1.3
2.1

0.6
‘l‘

°l’
x.‘

o.o

1l

hunber

of

9,088
4,090

3.1
1,620

24,00
10,358

4,00
1,044

13,99
3,719

11,000
4,

16,603
4,963

43,013
20,208

17,24
3,049

30,939
1.3

9,39

L)
38,
11,95

43,108
18,380

18,370
6,410

18,712
3,426

22,190
6,118

23,399
9,097

26,79
10,376

9,353
1,9

7,919
‘.,.1

3,3
1,108

391

1.6%
2.7

00’
,.’

(1Y)
‘.’

16.1
14,1

0.2
0.9

0.2

1.4
32

Total mumber of services, percent vhere sllowed charge less than total charge, average total charge and percent reduction *

[Fnlhtmry data based on 3-,

Percent
vhere Aversge
sharge totel

§ 3.1

5.90

3.43
610

3.24
5.“

6.3
6.68

1.3
.00

$.73
10,00

3.54
6.20

,‘“
“3%

,.“
6.13

6.11
.

6.0
10,54

3.74
6.3

.01
,'”

5.67
5.99

6,00
6.92

Peteosat

1.
1.3

0.6
0.8

-
~ o~

?O
oo

-
- -

usber

of
L]
a7

m
209

s61
09

164
”n

9
m

18

ML
139

1,488
[

w
147

,m
y

616
170

1174
302

L
1%

313
w

450
123

19

30
9

Lm
”ne

%
124

117
»

Percent
vhers
charge

!n
9.3

s.1
16.8

13.6
14,4

Average
total

Percent

Humber
of

Percent
vhere
charge

sharss . rsduced services reduced

$132.92
121.75

99.13
153.30

112,55
131.38

120.13
127.93

124,68
134.16

122,19
17,68

128,19
130.70

106,52
137,12

133,21
149.20

120,43
126.21

133.85
L%

131.20
140.42

125.13
167.0%

145,23
192,62

95.3
67.59

131.02
140,13

120.49
118,19

117.43
151.33

122.84
152.12

83.79
114.99

103,77
179.11

110,31
&

[-X-]
. -
~ o

o W

ee
-~

-
~

.
w W

o w
by
oo

46
IY;

150
100

163
»

£33

w
7

241
11

191
11

389
142

114
59

2
141

1,208

328
3

518
206

m
2

201
63

121
3

209
103

1,023
)

1)
39

19.6%
Y]

o
iro -~

|



h 1ess than totsl charge, averags total charge and parcent reduction from totsl to allowed charge by geographic division, State, carrier, and date of service, July 1967 - J
. - Jun

tl"ulhlmry dats based on S-parcent ssmple bills d through Aug 196!7
I NMKREKY - Consultation Rlagnostic X-xay sgnostic Lab
Percent Peteent Percent Perceant -
‘age Musber  vhere Aversge Mumber  viers  Averege Waber vhere  Average Wmber  vhers Average thmber
tsl  DPerseat of eharge  totsl Percent of charge  total Percent of charge  total Percent of charge  total Percent of

Man. Eabmeed asxxisaa xeduced sharre. Xeduged asxvices reduced sherae xeduged R2Kvicas edwced cherxe xeduced services xaduced gherge reduced gexvices

230 L » 9. 7% 132,92 .n% 1) 19.6%  $14.35  1.5% 522 1.2 $9.81 0.3 1,744 1.5% $3.53 0.9 o/
[N I ] DY) 9.3 121,78 1.6 & & I [y} n 0.6 9.68 0.3 643 2.8 i sa
S48 0.6 m 2.7 $9.13 1.2 150 1.3 14.80 0.7 ™ 2,0 15.10 0.8 4,89% 1.1 495 4. 60
S8 0.8 T 133,30 1.8 100 2.0 2.84 0.8 &0 0.9 15.33 0.8 L85 0.8 5.28 0.4 3
/u 0.6 361 1.4 112.85 0.5 143 1.4 1210 0.0 1,24 0,0 11,00 0.0 3491 0.8 4.00 1.0 170
56 0.2 209 1.4 131,38 0.3 »n 0.0 1873 0.0 4 0.0 11,06 0.0 980 0.4 A58 0,2 67
(% I WY A 10,4 120.13 3.0 M 0.0 18,70 0.0 28 0.0 1421 0.t 9 24 s.78 0.8 4
668 0. " 17 127,93 1.3 S0 32,0 1930 6.1 12 0.0 124 0,0 110 4.3 6.98 0.9 3
-~ Ll 537 8.1 124,68 3.0 n .. 19.69 49 sl 6.0 13,15 6.3 1,597 6.1 6.6 3.0 120
.00 34 17 6.8 134,16 10,1 % 12 28,79 10,2 300 53 1.4 2.2 $58 1.0 .57 35 n
.73 3.3 00 13.¢6 127,19 6.8 wl 1.9 %.68 3.8 429 156 19.7y 5.9 3,306 9.6 6.51 37 106
0.00 3.0 18 164 17,68 4.2 113 (WY 26,06 1.4 11 209 20,23 7.8 1,166 9.2 L. 3.4 2
.% 0.2 331 1.0 120,19 0.3 191 0.0 11.42 0.0 633 0.0 1091 0.0 1,28 0.1 458 0.2 82
6,20 0,0 159 48 130,70 0.9 m 0.0 11.23 0.0 ¥ 00 10,28 0.0 2 0,0 $.97 0.0 48
.4 11 1,48 0.8 106,52 0.2 389 2.1 16,51 3.8 £,5 0.3 10,47 0.4 6,528 2.5 409 1.0 %
€% 1) o 1 137,12 0 142 0.7 10,44 0.6 10 10.43 0.4 2,130 4.8 a6k 2.2 1
5,06 0.2 ¥  12.0 133.21 3. 14 2.6 18.87 0.9 m 8.6 1425 3.0 1,345 1.1 3.67 0.8 102
613 0. W 102 149.20 1.8 39 1.7 19.86 1.3 7 14 16.9¢ 3.6 % 3.8 432 0.9 )
611 0 (3] 0.7 120.43 0.4 282 0.0 15,6 0.0 1,473 0.7 12.78 0.3 4,02 0.9 469 0.4 196
o8 0.2 01 0.8 126,21 0.4 U3Y 00 2.4 0,0 1,120 0.3 1.7 o1 2,1% L4 465 0.7 135
0,48 1. ,3M 5.4 133,85 2.1 1,208 0.7 22,73 0.6 4651 08 13.29 0.9 1,703 2.4 S.74 1.8 404
10,54 1.8 & 1Y [T LY & YY) I3 0.0 17.84 0.0 105 0.0 4.3 0.0 &/
.4 11 e 3.2 131,20 1.3 s 0.6  13.52 1.4 m 1.2 12.08 0.7 3,327 0.9 L% 07 160
.36 1.4 170 5.9 149,42 0.9 " 2.7 N.87 0.6 192 1.6 1.5 2.4 % 1a A66 0.9 [
5.3 1.9 1476 AL 12515 1.3 ) 08 12.90 0.7 2400 0.8 1032 2.0 8,000 1.0 3.5 0.8 3
3.90 2.7 02 A8 147,06 16 206 0.0 12.65 0.0 1,082 1.0 10,27 0.4 2,52 0.6 .72 S 123
646 0.9 a2 143,23 1.0 0 1.2 21.49 0.3 1 0.0 12.89 0.0 2,1% 0.1 59 0.2 M
.08 1.4 1% 32 192,42 1.0 “ 23 1.2 13 2 05 12,94 2.6 6% 0.0 5,76 0.0 &/
5,48 (2 ns 1.6 95,33 1.3 £33 0.7 9.53 0.7 18 0.8 10.33 0.3 1,898 0.8 3,95 0.8 9
618 09 w2 61,59 2.8 2 0.0 19, 0.0 27 03 13.00 0.2 721 0.6 3.85 0.3 i
64 1) 430 6 131.82 1.7 0 %8 1832 119 1,02 1.6 1.9 1.0 4,97 2 .06 1.6 80
7.2 1.8 123 el 140.13 1.3 1} v.2 17,72 2.8 %1 18 1.9 0.6 1,088 2.6 .00 1.1 &
[ S Y 40 1.0 12049 0.4 121 0.0 1427 0.0 % 0.5 10.67 0.3 3y 17 430 07 [
19 2.6 31 .4 110,19 2.2 7 Al 14.25 A0 ‘e 2.6 .75 14 . 961 42 U 21 38
.89 1.9 50 4 117.4% 2.3 209 6.2 20.36 0.8 1,433  11.8 13.40 3.3 4,767 3.0 5.01 1.4 168
87 4 1) 2 X 151,33 1.3 103 0.0 1677 0.0 2% 18,3 11.70 3,0 1,47 33 5.6 1.4 102
€6 23 .1712 s 122,84 3.6 1,023 a2 17.61 6.0 %8 4,1 13,16 2.4 14,81 3.1 sS4 1.8 488
7,30 5.9 n N 152,12 9.8 23 0.4 22,86 261 LU e 11,23 48 3,297 9.6 .61 A8 203
3.67 12 % 3.8 835.79 1. an 37 13.19 3.8 M0 2.0 1.9 0 1,148 2.1 470 1.8 2
.9 17 1% 8 114,59 2.9 ) $.1 10,85 4.1 % 41 1.7 1.7 197 3.6 .09 2.6 4
6.0 0,0 1 00 103,77 0.0 Iy 0.0 16.M% 0.0 14 0.0 1.1 00 20S 0.0 3% 0.0 .
.92 0.0 % 0.0 179.11 0.0 [Y; [Y; / [ V) 0.0 13.22 0.0 % 0.8 3.9 0.8 i
- 5,20 1) % 0.0 10,31 0.0 / Y 1w s e 1 s 0.8 4,55 0.4 4
YUY V & YRR i‘ i‘ i/ i/ ) 0.0 N 00 0 2.0 4,30 0.9 &



. geogrephie division, State, carrier, and date of servica, July 1967 - June 1968 (Cont'd)
* through August 19687

Diagoeatis J-oxay - ‘_ﬂmmam_
Percemt reent Percent Percent
whare  Average Wmber  vhere  Average Mmber  vhers Average Wumber  vhere Average
aherge totsl Pereeat of cherge total  Peruent of charge total  Percent of charge total Percent
tafeed shaxas. Keduced aarvicss Iwiuced sharge. reduced gaxvisme sharge. zaduced services xeduced sherse reduced
LIT 900 061 1,76 LSt 4330 om &/ / Y, /
0.6 948 0D @ s s sa v v ¥ ¥ ¥ ¥ ¥ v
2.0 1510 0.8 4% 1 495 43 60 15.00 #5213  3.2% W0 1. .
/ 09 1533 0.0 L o8 528 04 ¥ 1 s 39 pr A ree S 2L
0.0 1108 0.0 AN 03 40 1.0 170 5.3 429 1.0 S W TR T
0.0 11.00 0.0 50 0.4 sk 0.2 & 0.0 4148 0.0 40 0 4sa3 o
0.0 Um0l 14 .8 0.8 A5 AN %A 23 / /
0.0 1M 0.0 10 &3 6% 0.9 ¥ 103 3690 0.9 il i/ ﬂ i;
60 1313 6 1,57 6l “h 30 120 7.5 2 19 / /
53 1 22 38 1.0 657 33 sI e 8.0 2.2 il i/ 7 ﬂ
1.6 179 S 3,306 9.6 NI EER 106 2.7 4242 6 & / Y,
0.9 20335 18 LM 9.2 T4 34 7 Mg 9.2 &/ i/ i/ i/
0.0 1091 0.0 1,2% 0.1 Wm0l 22 00 3972 00 / /
0.0 1023 0.0 329 0.0 597 0.0 4 0.0 3700 0.0 { i/
0.5 1047 0.4 6528 1.5 400 1.0 % 0.0 336 0.0 1 00  ALST 0.0
1.0 1043 0.4 210 43 a6 22 st 00  A2.29 0.0 M 00 s 0.0
86 W35 3.0 L% 11 .61 0.8 102 2.0 3.3 05 /
14 1696 N6 6 4 a3 09 B 5.9 e b 3‘/ Y
07 um oS 4,02 0.0 86 0% 196 0.5 45,97 0.3 @ 00 4500 0.0
0.3 1% od 2% 14 e 0 15 07 5% 0.2 M %2 6. 18
08 1329 09 14,50 2.4 .4 1.8 b A7 SL7T L6 10 13.6 6574 9.8
0.0 17.% 0.0 108 0.0 30 00 & 1Y, & & YY)
1.2 12.08 G0 307 0.9 LM 09 10 13 4742 0.2 i; il y ﬂ
1.6 1U.% 2.4 L1} G 18 A66 09 L) 3.7 43,67 07 /
08 1032 2.0 8,00 1.0 1% 08 2 8.6 S 1 83 151 132 A2
1.0 1.7 04 542 0.6 ER I 12s &8 %41 13 Y] Y] Y]
00 12,8 0.0 2,1% 0.1 5.9 0.1 PR S T - S K 0 25 618 09
0.5 1234 2.6 ‘66 0.0 5.6 0.0 Y] &/ & [Y] & Y]
0.8 10.33 0.3 1,08 0.8 395 0.8 8 0.0 48,10 0.0 / :/ /
03 13,00 0.2 T o 3.8 0.3 N 0.0 4616 0.0 i/ ﬂ 7 3/
1.6 1.9 1.0 4,9%7 23 3.6 1.6 30 0.0 50.10 3.1 n 0.0 62,3 0.0
1.5 1.0 06 1.008 2.6 .0 1.1 8/ 8/ Y] & [V
~ 05 1067 03 3 1.2 4% 07 % A7 a8 09 M 51 59.6 2.6
.4 9.5 1.4 1 42 o 21 3 8.9 3891 19 & [V}
e 1.0 33 418 3.0 5.0l 1.4 e 83 %8y 19 % 74 &0 12
w3 130 3.0 Pt IR 5.6 1.4 102 9.8 %880 28 8 104 6.0 23
a1 1016 24 1,1 31 A7 1.8 W 25 08 1 164 152 .M 1.8
82 1.2 A 297 06 s.61 A 208 4 €022 1.0 0 1.7 a1 i
z 2.0 1.9 0.7 1,48 2.1 4,70 % 0.0 40,38 0.0 / ] /
PR T W6 S 14 v Y ¥y v b v v
0.0 1.7 00 ws 0.0 L% o / / /o i’ / /
4 00 1317 0.0 w048 3 o8 3’ il i’ i’ / if ﬂ i’
W 38 1.2 L N 08 A3 0 / / /Y / i/ /&
s __&d. a3 0.0 0 2.0 v o9 3/ i’ i’ i’ i’ / i’ i/



85-719 O - 70 (Face p, 304) No. 3

Table 2 « Yedisare: Total numbor of services, percent vhere allowed charge less than total charge, averaye total charge and |

[Prelintnary
ALl Saxvises _Hedicel Care SuEgery -
Percent Percent Percent
Mumber vhere Average Mmber vhere Avursge Mumber vhere Average
Geegrephis Division, Stats, of charge  total Peroent of cherge  totsl Percent of charge  total Percent

axvisan. redusad sharse redused services xeduced gherse reduced services reduced gcharge reduced

Arisons (Aotas)

July=Desamber 1947 13,906 0.7 [139%)) on 17,088 0.47, $2.2% 0.3% 568 3.2 $101.39 1.2

Josuary-June 1968 13,946 1.9 13.5 1.0 10,428 1.2 8.35 0.7 352 6.0 150.82 1.6
Utah (8/8)

July=Desember 1947 6,897 10.3 12,04 3.9 3,113 0.4 6.31 1.3 w7 22,3 131.86 6.5

Jasuazy-Jume 1940 39% 7. 15,00 2.8 2,013 9.0 7.10 2.7 122 14.8 149.99 4.1
Nevedsa (Astna)

JulyeDesember 1967 2,99 0.6 12,91 0.3 2,492 0.4 .49 0.1 [ 0.0 210.48 0,7

Jomsry=Juss 1968 1,621 2.0 15,79 0.6 1,347 1.3 8,00 0.9 31 3.2 287.71 0.1

%m (/9)

July-Dosanber 1947 45,13 3.6 10.39 2.1 30,79 .7 6.46 1.0 1,182 1.9 109.31 2.4

January-Juns 1968 12,19 6.1 11.63 3.3 14,783 [ 7% ) 7.02 1.9 365 9.9 129,41 2.4
Ovregon (Astas) 1/

July-Desanber 1947 30,118 0.2 %275 0.1 21,043 0.1 6.12 0.0 8A7 0.6 93.49 0.2

Jamuary=Juns 1960 14,850 0.3 11.72% 0.2 10,383 0.3 6,359 0,2 426 0.2 132,61 0.2
Califernia

(8/8)

July-Desenber 1967 196,902 &.7 1.2 .0 144,797 4.9 7.9 2.0 4,988 6.2 113,13 2,1

JamuaryeJune 1968 73,968 0.2 13.9 2.8 52,056 8.5 [ ) 3.0 2,183 1.8 134,83 2.7

(Ossidental)

July-Desenber 1947 9,722 11.3 14, % &7 68,617 11.6 953 3.2 2,857 12.1 136.76 4.2

JasuazryeJuse 1968 35,332 133 18.91 4.3 12,00 137 10.9% 4.8 1,289 12,3 182.16 3.9
Moveii (Astas)

July-Deseomber 1967 3,2% 3.2 910 1.8 4,216 3.3 6.4 1.4 108 1.1 99.91 3.8

Jonuary-Juss 1968 2,023 6.3 10,28 2.0 1,607 7.3 7.04 2.1 &6 13.0 92.26 1.2

e

July-Desenber 1967 8,063 4.8 15,30 4 6,511 3.1 9.02 1.6 284 23.8 171.86 8.6

Jasmary=Juse 1948 3.3 4.3 15.29 6.6 2,620 3.0 9.64 2.1 88 3,1 197.44 13.0
Travelers §/

July=Desember 1967 93,661 0.8 3.860 0.9 70,177 0.7 6.10 1.0 1,750 2.8 111.83 0.9

Jomuery-Jusa 1968 34,350 1.1 .20 0,8 29,518 1.0 6.22 0.3 621 4.2 163.57 1.2
Railresd Retivemeat (Travelers)

July-December 1947 “, 0.7 10.06 0.9 67,690 0.6 6.70 0.6 2,080 3.6 110.32 1.8

Jasuary=Juas 1968 n,m 0.9 12.33 1.0 17,38 0.8 7.34 0.3 604 4.1 164.89 1.9
Squitedle §/

July-Desamber 1967 1,346 0.4 %13 0.1 1,080 0.4 .93 0.2 §/ i; %l ¢/

Jemuary-Juns 1948 3 1.2 9.49 0.3 508 1.2 6.23 0.5 ¢/ / $/

sexvises in sample.

1nsludes emell mmber of sases for Alaska.

1nsludes sases for States of Nimmesots, Miseiseipptl, and Virginia not reported sepsrately.
Inelvdes cases for States of 1daho, New Msxiso, Tennessee, and Wyoming met reported separately.



then total charge, ge total ch and p redustion from total to alloved chargs by geographic division, State, carrier, and date of service, July 1967 - June 196

[Prelintnary dats based on S-percent sample bills [ d through August 19687
Surgery —Consultation Plasnostic Xoxay Diagnoaty; Lab
Percent Percent Percent Penvont p.%.'
Wamber  vhers Average Number  wvhare Averags umber vhare  Average Musber  vhere  Average Nmber
‘srcent of charge  total Percent of charge  total Percent of cherge  total Percent of charge  total Percent of cha:

seryisas pedveed sharge. Iedused gervices reduced gharse teduged  Makvioss. redvesd sherss reduced services Ieduced chimse. Ieduced askviges red

= %8 LA LY Ln 4 31 g3 0.8 108 01 M3.36 A 334 2.2 8.8 1.2 19 4.
0.7 3 60 13082 1.4 105 27 226 0.8 n2 08 B2 19 1,638 3.9 648 2.8 19 6.
2.3 W 13 LI 6 0 33 2 1.0 Mo 4l nas 29 00 1.8 0“2 1.2 0 1

2.7 122 W8 e 4 N 00 226 0.0 e 28 197 22 us 1 662 0,9 “ o
0.1 @ 0.0 2048 07 2 0.0 2331 0.0 12100 123 0.0 m 1.8 0.3 0.2

0.9 s 32w 0a [T Y] & 8 8 12 1.0 0. 1) 2 2.3 %

.0 LM 29 10931 2.4 W 6k 1M 22 X R X R VW S WY 038 s 5.1 19 w2,
1.9 HS 99 1M1 2.4 1”2 1.2 a8 28 1,385 43 12 10 Gz s 5.6 46 129 0.
0.0 " 0.6 93.49 0.2 06 0.5 2143 0.6 L7 02 L 0.0 5,042 0.5 w8 0.2 s o,
0.2 426 02 2.6 0.2 127 00 2.3 01 0o 0.2 1L 0.2 2,3% 0.3 S 0.0 1 o
2.0 498 62 1313 21 1,862 1.4 .68 2.3 616 39 1% L4 30,76 3.2 604 1.3 m

3.0 2,088 113 1.8 29 M 137 2995 39 3230 3.2 1904 2.0 13,089 6.8 64t 38 e 18
S 2,89 11 1676 A2 1,27 132 M 39 3600 105 2060 42 19,538 10,4 680 3.4 6% 2.
&8 1,28 12 18206 3.9 599 137 W 28 1,50 9.6 2041 3.0 740 9.8 7% 34 W 2
1.4 100 111 9.1 3.0 0 10,0 2.8 1.8 A 18 1598 0.6 % 11 5.0 0.4 3 o
21 % 1.0 9226 1.2 [T Y, [T M L8 12,65 0.6 197 1.0 s o Y}

1.6 s D8 1L 8.6 m 52 w10 4 W M0 1997 102 857 106 1021 4.1 o .
1) 8 W1 1924 13,0 8 106 1333 4 105 124 W98 2.7 M 6.2 855 5.0 n .
1.0 1,7% 28 1183 0.9 1,08 0.6 1647 0.4 36 07 1332 03 139 11 5.0 0.2 m
0.3 21 42 e 12 m 03 W 0.2 49 07 140 04 6N 12 488 1.0 1% 6.
0.6 2,00 36 11032 LS 765 24 208 L1 3,56 07 1350 0.4 8,905 0.8 .92 0.6 a0 .
0.3 0h A1 1.8 L9 M 22 a3 0.8 W 07 135 1.8 2,06 0.9 5.2 2.1 w0 -

0.2 / Y] / v / t’ ¥ 00 1068 0,0 W 0.0 378 0.0
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6. (k) Please rank each of the carriers on the basis of * * * number of
visits in calendar year 1967 by SSA central office personnel to the carrier.

Enclosed is a list of carrier service areas for which the number of
visits by SSA central office staff in calendar year 1967 are shown. It
is apparent from the range of the nurgber of such visits (from zero
to 8 for 65 service areas) that ranking of the carriers would not be
aﬁ)propriate. However, the following table summarizes the data in
the listing: .

Number of visits Offices visitod Total visits
o |
16 16
e mmaaae- 15 30
T 6 18
4o e 4 16
S 6 30
B e e eeceecac e 5 30
S 1 7
. U 2 16

Total_ . el 65 162

Thus, 162 visits were made to 54 carrier offices (and none to 11 other
offices) by SSA central office pesonnel in 1967. These figures, however,
do not reflect the frequent visits made by personnel from the regional
health insurance offices to carrier offices. As indicated in the earlier
reply to question 2, ull carriers have been visited and evaluated by
regional office staff and/or central office staff, with first priority
given to visits to carriers having the greatest difficulty in per}orming
under their contracts. (Contract performance reviews by SSA central
office staff have now been completed for every carrier.)

Visits to carrier offices by central office staff of the Social Security
Admanastration, calendar year 1967

Visits by central

Stato - Carrler office staff in 1967
Alabama._ . ..o BlueShield_ _ .. ..o .. 2
Alaska. oo Aotna._ .o oo eeo. 1
AriZON8 . oo eeeaeee ' [ YU 2
Arkansas. .....cooeceanno .. BlueShield. ..o eeeeeeee 0
California .. - - v - oo s [ YOO 6

Oceidental . _ - .o oo _. 2

Colorado.. - - - oo Blue Shield . - _ oo o 2
Conneetioud. oo e vceeeeann... Conneeticut General_.__._..___.. 4
Delaware. - .o oo Blue Shield. v oce e 3
District of Columbia........._..__ s s R 4
(1) o (1 [ SOOI s [+ JE P 8
Georgit. - oo John Hancoek. oo oo 5
awall_ - e __ Aetna. e 1
Idaho-. oo oo Equitable. ... 0
1117 0) 7 S Blue Shield. _ oo = 5
Continental Casualty..__._.__._..__ 2

Indiana. . o oo, Blue Shield_ . oo 2
) (1) 7 SO O e ccacan- 6

Bee footnotes at end of table, p. 306,
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Visits to carrier offices by central office staff of the Social Security
Admanistration, calendar year 1967—Continued

Visits by central

State Carrier office staff in 1967
Kansas. .. .. _._. Blue Shield of Topeka.._.......... 0
Blue Shield of Kansas City, Mo._. 1

Kentueky - . oo, Metropolitan_ . _ . __.___________. 2
Louisiana. ... oo Pan American.... . ... .. ____. 2
Maine. . _ oL Union Mutual_________.___.__.___ 2
Maryland. ... ... ___..__ Blue Shield of Maryland.._..__.. 2
Distriot of Columbia Blue Shield. . 0]

Massachusetts_ ... _._____.__. Blue Shield.. . ... .. __.._._.._.___ 7
Michigan. .. _____ . ... ... o T 5
Minuesota. - oo o [+ U 3
Travelers. ... 1

Mississippi- - oL doo ... 1
Missouri.. ... Blue Shield- .. .. ... ... ... 1
General American_._.___________ 3
Montana. . ..o Blue Shield. ... ... _____._______ 0
Nebraska.._ ... _....._.. Mutual of Omaha_ ... .___.____ 3
Nevada. . oo Aetna.. . _.__. 0
New Hampshire_...._.__._... Blue Shield. .. ... ......_._._.. 1
New Jersey. .. .. ........ Prudential._..__. .. ________.__ 8
New Mexico. .. ... __... Equitable__ . __._______________. 0
New York. ..o __. Blue Shield of Buffalo.___________ 5
Blue Shield of New York City___. 3
Blue Shield of Rochester__._.__._ 2
Metropolitan_ _ _ .. __.___._.__._. 5
Group Health.._. ... ..___.___. 5
North Carolina._._______.____ Pilot Life__ .. _.__ 4
North Dakota.......__._____ Blue Shield. ... ________ 1
(1 NI Nationwide . ___________________ 6
Blue Shield of Cleveland......... 1
Oklahoma._ _ ... ... ________ Aetna. . 2
Department of Welfare........._. 1

Oregon ... ... ... Aetna____ .. ________ 1
Pennsylvania________________ Blue Shield_ ... ... 6
RhodeIsland. ... _____________ s [ Y 4
South Carolina___..____._________ s [ Y I 1
South Dakota_..._ .. _____________ s [+ YU 1
Tennessee__ ... ___..._... Equitable.. . ... _______________ 0
K5 T TN Blue Shield . ... ... ... 6
L0 57 S s [ Y 0
Vermont. .. ... ... d0ccc e ———————— 2
Virginia. ... .. __ Travelers. . oo 1
District of Columbia Blue Shield. _ 0]
Washington_..._.__________. Blue Shield_____ ... .__..____. 3
West Virginia. _____..______. Nationwide .. ... . ... .....__ 1
Wisconsin. .. ... ________. Blue Shield of Madison._._.___._. 2
Blue Shield of Milwaukee......_. 0
Wyoming..._.______________. Equitable_ .. . _________. 0
Puerto Rico________-_____._ BlueShield.. ... . ... ._._.._ 0
Virgin Islands.._._.________. Mutual of Omaha_______________ 2
(07:, S Travelers. ... _.___ (’;

S8A L e @

1 Included in visits shown for District of Columblia.
3 A number of visits were made to this carrier office, but no formal count was maintained.
3 Not applicable.
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6. (v) Please rank each of the carriers on the basis of * * * proportion of
carrier administrative costs ascribed lo salaries of carrier personnel for
last quarter of 1967.

Enclosed is a table presenting, for each carrier, personnel costs as
a percentage of total administrative expenses. The Sata are given for
both the last calendar quarter of 1967, as requested, and for the fiscal
year endinﬁ June 30, 1968. The latter are offered as being more repre-
sentative than quarterly data which are subject to seasonal fluctuations
and short-term abnormalities in spending patterns.

Although the data have been ranked as requested and the lowest
proportion of personnel costs is ranked first, it is questionable whether
the rankings relate to efficiency of performance.

There is, of course, an inverse relationship between the number of
man-hours per claim processed and the extent to which claims review
has been automated. The substitution of machines for personnel
may not in every instance reduce total costs but always reduces the
ratio of personnel to total costs. Since a number of factors determine
both whether and how much the claims review process should be
automated (perhaps the most important of which is the volume of
claims handled), the optimum ratio of personnel costs to total costs
necessarily would vary from carrier to carrier.

Consideration must also be given to variation over time in non-labor
expenditures—particularly large, one-time or short-term outlays.
Such costs include, but are not limited to, those associated with moving
or renovating quarters, investment of capital in equipment, and large-
scale training programs. :
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Carrier personnel expenses as a proportion of total carrier medicare
administrative expenses, October—December 1967 and fiscal year

1968
October-December 1967  Fiscal year 1968
Personnel Personncl
costsas o costs asn
percent of percent of
adminis- adminis-
trative trative
State Carrler costs Rank ! costs Rank 2
Alabama.___________ Blue Shield_ . _._____ 65. 3 27 63. 5 18
Alaska. . .. ...__.. Aetna__. ... (3; ________ (6 T
Arizona_ . __ ... _._____.. 1 T ) . ) e
Arkansas. . _.._._._. Blue Shield__.______ 70. 5 37 66. 5 27
California_ . _ ... __._._... s [ Y 58. 5 12 65. 4 22
Occidental .. _______ 77.0 49 73. 7 47
Colorado. __........ Blue Shield_______._ 64. 3 23 66. 0 25
Connecticut__...._.. Connecticut General. 75. 7 48 73. 5 46
Delaware..___..__... Blue Shield.____.__. 70. 7 39 71.9 43
District of Columbia..._.. Lo [+ T ®) oo ®) oo
Florida..._ .. .___.__.. doocceooo 59. 5 14 59. 7 9
Georgit . - o oeoee . John Hancock....... 70. 6 38 68. 7 35
Hawali....__._._..._ etna._ ... ___._ () JP () S
Idaho- ... . .._._. Equitable_..__.__.... @) e [C) [
IMlinois_ - ... _.___ Blue Shield.____.__._ 61.0 15 59. 6 8
Continental 68. 8 33 68. 0 32
Casualty.
Indiana.........__. Blue Shield._____._. 64. 3 23 67. 3 30
Towa . oo doo_ ... 53.0 4 61. 6 13
Kansas.._.....__._.. Blue Shield of
Topeka....._.... 57.1 7 66. 0 26
Blue Shield of
Kansas City,
Missouri....._... ® .. [C)
Kentucky .. ... ... Metropolitan_ . ____. (O ®) oo
Louisiana. __...._.___ Pan American.__.__. 82. 4 50 77.0 51
Maine. . _..._... Union Mutual___.__ 64. 1 22 67.7 31
Maryland._...._._.. - Blue Shield of
aryland. ___.___ 67.9 31 68. 1 33
District of Columbia
Blue Shield. ... ) e () .
Massachusetts. .. _._ Blue Shield.._.__._._ 57. 8 8 61. 2 12
Michigan_-_ ... ____._.__ do....._. 68. 6 32 64. 8 21
Minnesota.. ... _.___. do..._.. 61. 7 16 58. 6 6
Travelers. . . () . () .
Mississippi.ccoccooco oo doo ... __ (3; ........ (ai ........
Missouri...._...___. Blue Shield...._..__ ) .. () [
Gen. American______ 70. 4 36 67. 2 29
Montana.....co--.. Blue Shield_________ 61. 8 18 63. 2 17
Nebraska. ... .._... Mutual of Omaba. __ ) B 8 .-
Nevada..__..co.... Aetna ... .__.__ U) N 3§ ________
New Hampshire.__ .. Blue Shield. .. _.____. U N ) I
New Jersey......._. Prudential ._._______ 72.1 43 74. 1 48
New Mexico_....... Equitable. .. _____.__ ® .. @) .
New York____._.._._ Blue Shield of 58.0 9 58. 6 5
Buffalo.
Blue Shield of 64. 8 25 69. 2 36
New York City.
Blue Shield of 61. 7 16 39. 1 7
Rochester.
Metropolitan. . - . @) oo ()
Group Health.._._.. 63.9 21 65. 6 23
North Carolina...... Pilot }}.ife ___________ 72. 5 44 74. 2 49
North Dakota...._.. Blue Shield_._._.... 52.3 3 55. 4 4

See footnotes at end of table, p. 809,
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Carrier personnel expenses as a proportion of total carrier medicare
administrative expenses, October—Decomber 1967 and fiscal year

1968—Continued

October-Dccember 1967 Fiscal year 1968

Personnel Personnel
seroant of seroent of
P dmint- Fadminis-
trative trative
State Carrier costs Rank ! costs Rank 3
Ohioe oo Nationwide_..______ ) J ()
Blue Shield of 58 4 10 61. 8 14
Cleveland.
Oklahoma.____.__.... Aetne.o oo, @ ... @) oo
Department of 7.5 46 70. 5 37
elfare.
Oregon_.__._._.._.__.. Aetna..._._ ... @ e @ oo
Pennsylvania. . _ ... Blue Shield. ... 69. 9 34 68. 4 34
Rhode Island..._________ dooeaaan 67.6 30 620 15
South Carolina._.....___. s [ YN 58. 4 10 60. 0 11
South Dakota......._____ (s () Y 46.7 2 51. 8 3
Tennessee. . __._..._ Equitable. .. _...... ®) e @ ool
Texas.. .. ._...___ Blue Shield..._____. 58. 5 12 44. 1 2
Utah. oL [ [ Y 70.3 35 63.5 19
Vermont._ . __...___.. QO 2‘ ........ ® coemea.
Virginia_ _ . _._._____ Travelers._......... (N ('g ........
District of Columbia [C) N () J
Blue Shield.
Washington4.______. Blue Shield......... 65. 2 26 63.1 16
West Virginia_...... Nationwide...._..... () @ oo
Wisconsin_ ___._.._. Blue Shield of 66. 1 28 65. 7 24
Madison.
Blue Shield of 32.9 1 36.3 1
Milwaukee.
Wyoming..._........ Equitable. .. ....... () . [0
Puerto Rico.____... Blue Shield......... 62. 4 19 71. 4 40
Virgin Islands_.._ ... Mutual of Omaha. . 2’) ........ ®) coeea-
oad_ ... ... velers._ . ....._.. L) J 73. 4 44
Aeotna b . . .. ____ 7.5 41 74.5 50
District of Columbia 72,5 44 71.6 42
Blue Shield.?
Equitable?________. 62. 8 20 70. 7 38
Blue Shield of 71. 5 41 71.2 39
Kansas City, Mo.®
Metropolitan ' ...... 74. 1 47 73. 4 45
Travelers (except 166 9 29 167.1 28
RRB).10
Mutual of Omaha .. 56. 8 6 59.9 10
New Hampshire- 54.0 5 63.7 20
Vermont Blue
Shield.
Nationwide . _____. 71.1 40 7.5 41

{ Rankings based on 50

carriers.
2 Rankings based on 51 carriers, oountlns Travelers’ service of railroad retirement annuitants as a separate
nents of multi-State carriers not available; personnel costs as a percentage of

entity.

l Data for separate com|
otal administrative costs

for

or total operations of such carriers are shown at end of table,

‘ The claims operation of this carrier is decentralized on a county basis. The figure shown, however, is a

com:odto of all experfonce within the State.
separate service areas in Alaska, Arizona, Hawaii, Nevada, Oklahoma, and Oregon

v' District of Columbia Blue Shlald has sepanto service areas in the District of Columbla, Maryland and

7 Equitablo has se o service areas in Idaho, New Mox!co, Tennesses, and Wyomlng
$ Blue Shield of City, Mo., has ssparate service areas in Kansas and Missourt.

9 Metropolitan has separate service areas in Kentu and New York.

19 Travelers has se, o service areas in Minnesota, lssisslppl and Virginla

1t Includes costs of services to railroad retirement annuitan

12 Excludes costs of services to rallroad retlroment aunulum

13 Mutual of Omaha has separate service areas

in Nebraska and the Virgin Islands.
irginia.

# Natfonwide has separate service areas in Ohio and West V
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5. (7) Please rank each of the carriers on the basis of * * * proportion
of carrier administrative costs ascribed to fixed assets of carrier for last
quarter of 1967.

6. (k) Please rank each of the carriers on the basis of * * * proportion
of carrier administrative costs ascribed to other assets for last quarter
of 1967.

No reply to questions 5(j) and 5(k) is possible without taking a
special survey 0? the carriers and requiring them to establish costs on
a basis different from that now specified. Carriers are required to
report administrative expenses on a functional basis rather than on
an account basis so that management—both carrier and SSA—can
isolate the particular operations within carriers’ systems which
require special attention. Thus, for example, the effectiveness of the
professional relations programs of several carriers may be related to
the cost of each program (i.e., hospital insurance and medical insur-
ance), and meaningful management decisions can be made with
respect to efficiency, need for increased emphasis, etc. Functional cost
reporting emphasizes the relevance of carrier budgets: budgets are
management plans, agreed to by SSA through the approval process,
to perform specified functions at a stipulated cost. The only account-
type reporting required of carriers is the distinction between personal
service costs and all other costs.

5. (1) Please rank each of the carriers on the basis of * * * proportion
q}' carrier administrative costs ascribed to other expenses for last quarter
of 1967.

Enclosed is a table presenting, for each carrier, costs other than
personnel expenses as a percentage of total administrative expendi-
tures. The data are given for both the last calendar quarter of 1967, as
requested, and for the fiscal year ending June 30, 196¢. The latter are
offered as being more representative than quarterly data which are
subject to seasonal fluctuations and short-term abnormalities in
spending patterns.

The proportions are, of course, the difference between 100.0% and
the personnel costs as a percent of administrative costs. (For example,
for the last quarter of 1967, Alabama Blue Shield shows a 34.7%,
figure in the enclosed table, while the comparable figure in the table
submitted in response to question 5(i) shows 65.3%.) This is so
because the components of administrative costs requested in questions
5() and 5(k) are unavailable, as previously explained. Thus, those
cog;ponents are included in the proportions shown in the enclosed
table.

It will be noted that the rankings in the enclosed table and the table
responding to question 5(i) are identical. Since the data on personnel
costs as a proportion of total costs were ranked so that the lowest
proportion of personnel costs were ranked first, the same ranking was
used for this table. Thus, a low ratio ef personnel costs is ranked
first and & high ratio of non-personnel costs is also ranked first.
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Proportion of carrier administrative costs ascribed to expenses other than
personnel, October—December 1967 and fiscal year 1968

October-December
1967 Fiscal year 1968
Non- Non-
personnel personnel
Sercant of Sereont of
”miﬁ- peadmin-
istrative istrative
Stato Carrler costs  Rank! costs Rank ?
Alabama_____._._____ Blue Shield__._.._._ 34. 7 27 36. 5 18
Alaska. . ..__ Aetna ..o () J. ®) oo
Arizona. _ ... __..___._. [+ YR @ ... @) .
Arkansas. _... «-- Blue Shield._..__... 29. 5 37 33. 5 27
California_ ... .._....__.. doo. oL 41. 5 12 34.6 22
Occidental_.._....__ 23. 0 49 26. 3 47
Colorado. . ._....... Blue Shield..____... 35. 7 23 34. 0 25
Connecticut_.__.____ Conn. General___._._ 24, 3 48 26. 5 46
Delaware........... Blue Shield. ........ 20.3 39 28.1 43
District of Columbia.._____ doe oo ® ... ® ...
Florida_ .. ... do oo ooaoo._. 40. 5 14 40. 3 9
Georgia_..._.._._.. John Hancock...__. 20. 4 38 313 35
Hawaii_............ Aetna_..__.__...... ® ... () J
Idaho. .. ... _.___ Equitable__...._... @) oo [ J
IMinois. .o _.___. Blue Shield._.______ 39.0 15 40. 4 8
Continental 31.2 33 32.0 32
Casualty.
Indiana._ .. __....___ Blue Shield_........ 35.7 23 32.7 30
Towa. oo do. el 47.0 4 38. 4 13
Kansas....._....__. ‘Blue Shield of 42. 9 7 34.0 28
Topeka.
Blue Shield of ® ... () oo _.
Kansas City, Mo.
Kentucky........... Metropolitan. ___ .. ) J. () ceea-
Louisiana___.____.____ Pan American__.._.. 17.6 50 23. 0 51
Maine._.._...__..___ Union Mutual______ 35.9 22 32. 3 31
Maryland. .. _______ Blue Shield of 32.1 31 319 33
Maryland.
District of Columbia 'O J ® ..
Blue Shield.
Massachusetts. _____ Blue Shield___._._._ 42,2 8 38. 8 12
Michigan__ ... ..__...__ do. ... 31. 4 32 35. 2 21
Minnesota. .. ____________ dooooaoo.. 38. 3 16 41. 4 6
Travelers_..._.._._. () () S
Mississippi ............... doo e 23) ________ ® .-
Missouri......._._.. Blue Shield_ . _. .. ._. L) I ® ..
Gen. American....___ 29. 6 36 32.8 29
Montana. ._...._.___ Blue Shield_.______. 38.2 18 36. 8 17
Nebraska_._....___. Mutual of Omaha___ ) N L) S,
Nevada..._..._____ Aetna__._ .. __.__. L) I () S
New Hampshire... .. Blue Shield_.._____. ) S )
New Jersey_...._... Prudential_.___.___. 27.9 43 25. 9 48
New Mexico_..__.___ Equitable. ____._____ () J () J—
New York........._ Blue Shield of 42.0 9 41. 4 5
Buffalo.
Blue Shield of 35. 2 25 30. 8 36
New York City.
Blue Shield of 38.3 16 4. 09 7
Rochester.
Metropolitan.. .. ... () ()
Group Health....... 36.1 21 34. 4 23
North Carolina____._ Pilot Life_......___ 27.5 4 25. 8 49
North Dakota__.__.. Blue Shield__.._.___ 47.7 3 44. 6 4

See footnotes at end of table, p. 812.
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Proportion of carrier admin-ix?ative costs ascribed to expenses other than
personnel, October-Decembér 1967 and fiscal year 1968—Continued

October-December
1967 Fiscal year 1968
Non- Non-
personnel personne]
sorcont of sorcent of
paﬁg“:. pe admin-
istrative istrative
State Carrlet costs Rank ! costs Rank 8
Ohio. oo .. Nationwide. ... __._. () () [
Blue Shield of 41. 6 10 38. 2 14
Cleveland.
Oklahoma....__..__. Aetna......___.._.. () I 'O J
Department of 26. 6 46 29. 5 37
elfare.
Oregon. .- cccouuo-. Aetna__....._._._.. (®) oo ® ..
Pennsylvania. . _____ Blue Shield...__.___ 30.1 34 31. 6 34
Rhode Island. .. ... _____ 1 [ T, 32. 4 30 38. 0 15
South Caroling........_._ doe e 41.6 10 40.0 11
South Dakota..._....__.. o [V 53. 3 2 48, 2 3
Tennessee. . ... ___. Equitable. . ..____. () I () I
Texas. . occoameuau-a- Blue Shield...._..__.. 41. 5 12 55. 9 2
Utah. .o B [, T 29, 7 35 36. 5 19
Vermont. ... . ___.. doo ... e L) ('g ........
Virginia_ ......._._. Travelers. ... L3 TP E‘ ........
Dist. of Col. Blue 8) .. L) I
Shield.
Washington ¢___.___. Blue Shield..._..___ 34.8 26 36.9 16
West Virginia....... Nationwide...______ (6 (G I
Wisconsin. .. _.____. Blue Shield of 33.9 28 34.3 24
Madison.
Blue Shield of 67.1 1 63.7 1
Milwaukee.
Wyoming.._._..__.. Equitable_ . _.._____ () .. ..... () J
Puerto Rico_....... Blue Shield. __._.._. 37.6 19 28.6 40
Virgin Islands._..... Mutual of Omaha._ ._ () ... € I
Railroad.. . ...____.. Travelers.........-- () . 26. 6 44
Aetnat . ___..__.. 28.5 41 25.5 50
Dist. of Col. Blue 27. 5 44 28. 4 42
Shield.¢
Equitable 7. ______ 37.2 20 29. 3 38
Bhﬁ Sshield of K.C,, 28. 5 41 28. 8 39
0.
Metropolitan ®_ . ____ 25. 9 47 26.6 45
Travelers (except 1331 29 1329 28
RRB).10
Mutual of Omaha B_. 43.2 6 40. 1 10
N.H.-Vt. Blue Shield. 46.0 5 36.3 20
Nationwide . ...... 28.9 40 285 41

1 Rankings based on 50 carriers.
1 Rankings based on 81 carriers, counting Travelers’ service of Railroad Retirement annuitants as a

solnme entity.
Data for n:mrate components of multi-State carriers not avalilable; nonpersonnel costs as a percentage
of total administrative costs for total operations of such carriers are shown at end of table.

¢ The claims operation of this carrier is decentralized on a county basis. The figure shown, however, is a
composite of all experience within the Btate.

§ Aetna has soparate service areas in Alaska, Arizona, Hawali, Nevada, Oklahoma, and Oregon.
V‘ District of Columbia Blue S8hisld has separate service areas in the District of Columbia, Maryland, and

17 Equitable has sgarato service areas in Idaho, New Mexico, Tennessee, and Wyoming.
§ Blue 8hield of Kansas City, Missouri, has separate service areas in Kansas and Missouri.
¥ Metropolitan has separate service areas in Kentucky and New York.

10 Travelers has so service areas in Minnesota, Mississipp{, and Virginia.

11 Inctudes costs of services to Railroad Retirement annuitants.

b Excludes costs of services to Raflroad Retirement annuitants.

13 Mutual of Omaha has separate service areas in Nebraska and the Virgin Islands.

M Nationwide has separate service areas in Ohio and West Virginia.
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JamaanysJues 1968 34,659 1.2 10.99 1.2 20,200 1.0 6.3 1.3 s 1.9 137.12 0.7
South Osreline (!II)
July=Deseuber 106 19,903 0.7 0.6 1.3 17,28 0.2 5.4 0.2 7 12.0 13321 J.1
Jommry=Jne l“‘ 6,540 1.3 10,13 0.9 3,849 0.9 .18 0 187 10.2 149,20 1.5
I “ﬂ:“u 1947 3,020 0.3 .34 0.4 30,99 0,2 .11 0.7 (1] 0.7 120,45 0.4
Jommery-Juns 1968 12,000 0.4 10,16 0.3 18,313 0.2 6.0 0.2 01 0.8 126,21 0.4
Nevids (8/8)
} July=Desember 1967 03,894 1.4 12,9% 1.6 9,307 1.4 .80 1.4 m 3.6 133.88 2.1
Jemmary-June 1948 w12 17,98 2.3 T R ] 10,54 1.8 Y] & LV
%xnﬂ)
Julye 1987 ans .1 .05 1.1 s 2.2 .4 141 16 3.2 131,20 1.3
Jaavayy-Juss 1968 13,034 39 0.5 1.0 11,956 3.4 6.3 L4 170 5.9 140,42 0.9
Teanseses (Bquiteble)
my-n- l” 36,943 1.7 .32 1.3 43,188 1.7 5.5 1.9 1,174 [ ) 125.15 1.3
Jenuary=June 23,422 1.0 .50 2.1 10,300 2.2 5.90 7 302 4.6 147.06 1.6
Alsbans (0/8)
July=Dosenber 1947 12,39 0.6 10,08 0.6 16,370 0.6 .48 0.3 478 1.3 145,23 1.0
Jamuery=Jums 1968 7,040 0.7 11,50 1.1 6,40 0.7 7.08 1.4 1% 32 192,42 1.0
July=Desamber 1947 12,44 0.6 8.12 0.3 18,7112 0.9 S.48 0.2 L)) 1.6 95,33 1.
Januevy=Juse 1968 6,929 1.4 9.13 1.6 3,426 1.5 6,18 0.) wl 1.9 67.59 1.5
Loutsions (Pen Amarisan)
July-Desamber 1947 9,370 213 0.4 1.3 22,190 2.2 6.4 13 430 6.4 131,82 1.7
1964 . 7,10 3.2 2.97 1.3 6,118 E Y 7.26 1.8 123 4.1 140.13 1.3
Okladems
(nn;: of Nblie Velfare)
J Desanber 1947 30,503 1.1 1.64 0.8 25,399 1.0 5.76 1.1 40 1.7 120,49 0.4
(hovas) 10,979 3.4 .18 1.6 9,007 3.3 6.19 2.6 138 9.4 118.19 2.2
1
July-Desanbes 1967 35,082 3.3 0,90 1.9 26,79% 1.9 $.89 1.9 630 4.8 117.48 2.3
January=June 1968 13,041 7.1 12,07 7% ] 10,274 7.5 6,07 3.4 387 3.9 151.33 1.3
Temss (3/8)
July-Desembee 1967 117,58 4.2 10,12 3.6 90,388 4.0 6.65 2.3 2,m 8.8 122,84 .6
Jesuszy=June 1968 43,202 12.8 11,16 7.0 n,1 129 1.30 5.9 ”ne n.3 152.12 9.8
wa (V/8)
Ju'.y-Desembez 1967 10,117 2.7 .33 1.2 7,919 2.8 s.67 1.2 236 5.5 8s.79 1.3
Jemmary=juns 1548 6,01 4.9 + 8,90 2.0 [¥9])% 4.8 5.9 1.7 124 8.9 116.39 2.9
ldahe (Bguitsdle) ’
Jﬂrw 1967 4,783 fl 907 0.0 3,391 al 6,07 0.0 117 0,0 103.77 0.0
Jasuary=Juse 1948 1,497 0, 11,98 0.0 1,106 0. 6.92 0.0 » 0.0 179.11 0.0
Vyening (Bquitadle)
July-Desenber 1967 4,195 2 7.0 11 3,57 32 s.28 1) LT 0.0 110,31 0.0
JamusrysJune 1948 1,180 3.0 .89 1.1 1,061 $.2 3.48 1.9 & & & &
Celorede (0/8)
de-h.d. 1967 33,350 0.2 9.73 0.4 15,930 0.1 6.10 0,2 997 2.0 M.98 1.2
JamaryeJune 1948 9,743 0.4 1.9 0.9 7,514 0. 7.07 0.0 ns 2.9 109.91 1.0
Now Memise (Squitadle)
JulyeDesember 1947 9,028 2.1 .13 13 7.18 1.9 5,78 0.7 191 3.1 123.79 3.1
JamuarysJune 1968 3,112 3.? 9.80 1.0 4,207 3.8 6,06 13 100 4.0 148.08 0.6
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1 1.0 31 " fll2.92 1Rt (13 19.8% 918,33 1.9% v PO
0 1.3 93 121,73 1.6 Y} 1Y, YY) DT X) 260 00 (7S I N ] 3.8 %1 T W
KR X m .13 1.2 150 1.9 1480 0.7 1% 1.0 13.10 0.8 409 1.1 495 43 60
1 o 49 s 193,20 1.8 100 .0 22,8 0.8 A 09 15.33 0.8 1,04 0.8 5.28 0.4 ¥
n 0.6 %1 1.4 112,33 0.8 14) 1.4 12,10 0.0 1,2% 0.0 11.00 0,0 34N 0.3 400 1.0 170
% 0.2 00 14 1138 0.3 »n 0.0 1873 0.0 us 0.0 11.06 0.0 800 0.4 5% 0.2 6
» 1 14 10.4 120.13 3.8 M 0.0 18,70 0.0 s 00 4.2 01 W 2 s.78 0.8 'Y
s 0 n 1.7 127.93 1.3 30 32.0 19,10 6.1 00 12,74 0,0 110 &S 698 0.9 »
[ "IN B (1) 2N B 124,68 3.0 n 3.0 19.69 A9 60 13.73 6.3 1,87 ¢ad 6.64 3,0 120
0 2.4 11 1.8 1.16 10,1 1) 13.2 2.7 10.2 0 %) 13.9% 2,2 $58 1.0 657 3.8 s
73 s 08 13,6 127.19 6.0 wl 7.9 u.68 33 A1 156 19.79 39 3,306 9.6 .51 37 106
00 3.0 18 W4 U168 42 1 A 26.00 1.4 i 209 20,23 1.8 1,1 9.2 744 34 2
% 0. M 1.0 128.19 0.3 191 0.0 11.42 0.0 633 0.0 19N 00 1,2% 0.1 4,50 0.2 [1]
.20 0,0 19 ' 13.70 0.9 1 0.0 1.2 0.0 i 0.0 1035 0.0 329 0.0 5.97 0.0 [}
“ Ll 1,438 0.8 106.52 0.2 b1 ] 2.1 16.51 5.8 1.5 05 10,47 0.4 6,520 2.8 400 1.0 9%
1 (T 1.9 137.12 0.7 142 0.7 18.4 0.6 " 1.0 10.43 0.4 2,130 4.3 a6 22 st
o 0.2 W 1.0 193,21 341 114 2.6 18.97 0.9 i b 1,125 3.0 1,58 1.1 3,67 0.8 102
A8 0 W 10.2 149,20 1.3 s 1.7 19.86 1.3 7 14 16,96 3.6 6 3.4 492 09 %
l 0.7 " 0.7 120.45 0.4 82 0.0 18.6) 0.0 1,473 0.7 12,78 0.3 4,002 0.9 4.9 0.4 196
0.2 M 0.8 126.21 0.4 18 0,0 2148 0.0 1170 0.3 1.7 0.1 1A% 1.4 4,63 07 135
N W1 LM e 13385 1.1 1,208 0.7 22,73 0.6 4,651 0.8 13.29 0 14,703 2.4 .76 1.8 404
[T W1 1Y 'Y Y 4 & N 8 00 17.06 0.0 103 0.0 4.3 0,0 &
B! e 3.2 131.20 1.3 28 0.6 15.92 1.4 m 1.2 12,08 0.7 3,327 0.9 L4 0. 160
¥ 14 1 s 100,42 0.9 ” 2.7 21.87 0.6 m 1.6 1% .4 % 1 406 0,9 %
N7 1 LI A 125,15 1.3 518 0.8 12,90 0.7 2,407 0.8 10.32 2.0 4,000 1.0 3.9 o8 2
00 29 502 [N} 147,04 1.6 206 0.0 12,65 0.0 1,082 1.0 10,27 0.4 2,542 0.6 3,72 38 128
N 0.8 a2 145.2) 1.0 (1 1.2 .49 0.8 a1 0.0 12.89 0.0 2,1% 0.1 .9 0.2 “
08 1.4 % a2 192.42 1.0 M 2.3 1.2 1) o3 1294 2.6 6% 0.0 5.726 0.0 &/
A5 0.2 1) 1.6 5.3 1) m 0.7 9.3 0.7 104 0.8 10,33 0.3 1,098 0.8 398 0.3 89
18 0. w 2.9 67.39 2.8 23 0.0 19,40 0.0 291 0.3 13,00 0.2 17 0.6 388 03 a
A3 18 4350 6. 131.82 1.7 201 2.8 18.32 1.9 1,022 